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ABSTRACT 

The Select Committee on Children, Youth, and Families 
of the House of Representatives, 100th Congress, held a hearing to 
review financial pressures likely to confront American families in 
the future. Experts* testimony first focused on: (1) recent trends in 
the economic status of children; (2) the issue of whether the growth 
of the service sector of the economy contributes to the decline of 
the status of the middle class; and (3) changes in job policies that 
have resulted in declines in income and the middle class, increases 
in poverty, and the basic inability of families to meet financial 
needs. Discussion identified the need for specific information on why 
people work part-time, how many would work full-time if possible, and 
how day care affects the ability to work full-time or part-time. 
(Such information is provided in the text in reprints of articles and 
survey data.) Subsequent testimony reported trends in the demand for 
and supply of child care, cost of child care between 1975 and 1985, 
college costs and ability to pay for college, and health insurance 
coverage among children and families with children. Testimony also 
reported on historical changes in housing policy and what can be done 
to help families who are inadequately housed. Concluding testimony 
concerned the role of the federal government in addressing family 
problems. (RH) 
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AMERICAN FAMILIES IN TOMORROW'S 
ECONOMY 



WEDNESDAY, JULY 1, 1987 

House of Representatives, 
Select CoMMnrEE on Children, Youth, and Famiues, 

WashingtOHy DC. 

The Select Committee met, pursuant to call, at 9:30 a.m., in room 
2261, Raybum House Office Building, Hon. George Miller (chair- 
man of tY e committee) presiding. 

Members present: Representatives Miller, Boggs, Boxer, Morri- 
son, Wheat, Evans, Sawyer, Skaggs, Coats, and Grandy. 

Staff present: Ann Rosewater, staff director; Anthony Jackson, 
professional staff; Ginny duRivage, professional staff; Ellen O'Con- 
nell, secretary; Carol Statuto, minority deputy staff director; Darcy 
Coulson Reed, minority research staff; Evelyn Anderes, staff assist- 
ant, and Joan Godley, committee clerk. 

Chairman Miller. The Select Committee on Children, Youth, 
and Families will come to order. 

Today, the Select Committee will examine a critical issue for 
American familijs: the long-term outlook for economic security. 

In the decades following World War II, this Nation experienced 
unparalleled economic expansion, and family living standards rose 
dramatically. It seemed inevitable that the economic conditions for 
the Baby Boom generation would continu*. to improve. But the 
record of the recent past shows that for families with children that 
has clearly not been the case. The rising cost of basic family obliga- 
tions, combined with declining family income, has made it far more 
difficult for families to feed, house, protect, and educate their chil- 
dren than just a genei ation ago. 

Consider these changes: Between 1973 and 1984, the average 
income for families with children has declined by 9 percent after 
accounting for inflation; the home mortgage, which consumed 21 
percent of the typical 30-year-old man's income in 1973, today ab- 
sorbs 44 percent of his income. Health care costs and the price of 
higher education, still the best ticket to economic success, have far 
outpaced inflation in the 1980's. Child care costs, the newest major 
expense for families, now consume nearly 10 percent oi the average 
family's Income and 20 percent of the incomes for poor families, 
and, while we need better data, caring for elderly parents has in- 
creasingly become a cost borne by families. 

These are not cyclical changes; their influence will extend far 
into the foreseeable future. In response to these new pressures, 
families have taken dramatic measures to maintain livmg stand- 

(1) 
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ards. First, they have sent many more mothers into the work force. 
Today, the two-earner family is the norm, not the exception. 
Recent estimates indicate the loss in family income for the average 
two-parent family would have been more than three times as great 
if mothers had not gone to work. By the turn of the century, three- 
fourths of all school-aged children and two-thirds of children under 
the age of 5 will have working mothers. 

Second, families have stopped having as many children while 
young couples are increasingly delaying marriage and childbearing. 
Third, families are going into debt. In 1985, the level of household 
debt related to disposable income reached 88 percent, a post-war 
h*gh. 

For better or for worse, families have had to make adjustments 
to the new economic realities. But public and private sector policies 
clearly have not. As the future unfolds, the .ailure of both Govern- 
ment and the private sector to respond will compound the pres- 
sures on families struggling for security. Business as usual will not 
suffice in the future. 

Today, we will review the financial pressures likely to face fami- 
lies in the future in light of current economic conditions. We will 
hear testimony from experts and scholars in economics, labor 
market trends, health care, education, child care, and housing. By 
examining current trends, we can anticipate future prospects and 
problems for families, and we can craft public and pnvate policies 
accordingly. Today's hearing is an important step in that direction. 

Opening Statement of Hon. George Miller, a Representative in Congress From 
THE State of Caufornia and Chairman, Select Committee on Children, 
Youth, and Famiubs 

Today, the Select Committee on Children, Youth and Families will examine a crit- 
ical issue for American families: the long term outlook for economic security. 

In the decades following World War II, this nation experienced unparalleled eco- 
nom-c expansion, and family living standards rose dramatically. It seemed inevita- 
ble that economic conditions for the "baby boom" generation would continue to im- 
prove. 

But the record of the recent past shows that for families with children, that has 
clearly not been the case. The rising cost of basic family obJigations, combmed with 
declining family income, has made it far more difficult for families to feed, house, 
protect and educate their children than just a generation ago 

Consider these changes: 

Between 1973 and 1984, the average income for families with children has de- 
clined by 8 percent after accounting for inflation 

The home mortgage, which consumed 21 percent of a typical 30 year old man's 
income in 1973, today absorbs 44 percent of his income 

Health care costs, and the price of higher education— still the best ticket to eco- 
nomic success— have far outpaced inflation in the 1980's 

Child care costs, the newest major expense for families, now consume nearly 10 
percent of the average family's income, and 20 percent of the incomes of poor fami- 
lies And while we need better data, caring for elderly parents has increasingly 
become a cost borne by families 

These are not cyclical changes, their influence will extend far into the foreseeable 
future. 

In response to these new pressures, families have taken dramatic measures to 
maintain living standards. 

First, they have sent many more mothers into the workforce. 

Today, the two^amer family is the norm, not the exception. Recent estimates in- 
dicate the loss in family income for the average two-parent family would have been 
more than three times as great if mothers had not gone to work By the turn of the 
century, three-fourths of all school-aged children, anH two-thirds of children under 
five will have working mothers 



ERIC 



7 



3 



Second, families have stopped having as many children, while young couples are 
increasingly delaying marriage and childbeanng 

Third, families are going into debt In 1985. the level of household debt relative to 
disposable income reached 8895^. a post-war high 

For better or worse, families have made adjustments to the new economic reali- 
ties 

But public and private sector policies clearly have not As the future unfolds, the 
failure of both government and the private sector to respond will compound the 
pressures on families struggling for security 

Business as usual will not suffice m the future 

Today, we will review the financial pressures likely to face families in the future, 
in light of current economic conditions. We will hear testimony from experts and 
scholars in economics, labor market trends, health care, education, child care and 
housing. 

By examining current trends, we can anticipate future prospects and problems for 
families, and we can craft public and private policies accordingly Todav's hearing is 
an important step in that direction 

"American Famiues in Tomorrow's Economy"— a Fact Sheet 
financial pressures on famiues mounting 

Between 1973 and 1984, mean real income declined for families with children by 
S*^c, compared to a 13 5% increase between 1967 and 1973 Between 1973 and 1985, 
mean real income for married couples without children increased by 7%, and 
income for single individuals rose by 12%. (Joint Economic Committee [JECj, No- 
vember 1985; US Census Bureau, 1986) 

Between 1973 and 1985, the percentage of working married mothers with children 
climbed by nearly one-third, from 40% to 52% The loss in family income for the 
average two-parent family would have been more than three times as great during 
this period if mothers had not gone to work. (JEC, May 1986) 

The minimum wage, which in the 1960's and 1970's provided a family of three 
With enough income to escape poverty, now falls $2,100 short. A full-time, year- 
round worker earning the current minimum wage will bring home $6,968 a year, 
only 11% of the estin-ated 1987 poverty threshold of $9,044 for a family of three 
(Center on Budget and Policy Priorities, 1987) 

INEQUALITY INCREASING IN THE DISTRIBUTION OF INCOME AMONG 
FAMILIES WITH CHILDREN 

Between 197^ and 1984, inequities in the distribution of income in the U S have 
increased The proportion of families with incomes over $50,000 increased from 
14.9% to 15.6%; the proportion of families with incomes below $20,000 increased 
from 32.1% to 36 4%; the proportion of families with incomes between $20,000 and 
$50,000 fell from 53 0% to 47.9%. (Bradbury, 198()) 

Throughout the 1950s and 1960s, the poorest one-fifth of families included 15% to 
17% of the nation's children By 1984, the poorest families contained 24% of all chil- 
dren in the U.S. (Levy, 1987) 

Poverty among families with children has risen significantly in the 1980's. Be- 
tween 1979 and 1984, poverty among all persons in families with children increased 
3/%, from 12 7% to 17 4% Among two-parent families, poverty rose from 7% to 
10 6%, or by 51% percent, while poverty among female-headed, single-parent fami- 
lies rose from 42 2% to 48 2%, or by 14% (JEC, November 1986) 

Income inequality in the U S. is much greater than in other Western countries 
Child poverty in the United States is 60 percent higher than the rate in Great Brit- 
ain, nearly 80% higher than the rate in Canada, and more than double the rate in 
W Germany, Norway and Sweden This is despite the fact that U S workers have 
higher average incomes than workers in any of these countries <Burtless, 1987) 

FAMILIES BORROWING MORE MONEY TO MAKE ENDS MEET 

Sixty-five percent of U S households are in debt and 55% owe more than they 
own in financial assets. (Polin. 1987) 

In 1985, the level of household debt relative to disposable income reached a oost- 
war high of 88% (Polin. 1986) 

Between 1970 and 1983, the debt-to-income ratio has increased 83% for families in 
the lowest income quintile and 30% for families in the second lowest quintile 
(Polin, 1987) ^ 
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EMPLOYMENT TRENDS THREATEN ECX)NOMIC SECURITY 

Between 1978 and 1984, 37% of new jobs paid less than $8,700 a year in 1984 dol- 
lars, compared to 27% between 1963 and 1978 (Working Women Education Fund, 
1986) 

Between 1968 and 1985, part-time employment has grown faster than tull-time 
work, registering a 40% growth rate versus a full-time employment growth of 32% * 
(Nardone, 1986) 

Twenty-eight percent of all oart-time workers earn the minimum wage compared 
to 5% of all full-time workers (Levitan and Shapiro, 1986) 

Between 1984 and 1995, the majority of occupations with the largest expected job 
growth includes cashiers, janitors, nursing aids, waiters and waitresses, and retail • 
sales clerks (U S. Bureau of Labor Statistics [BLS], 1985) 

PROVIDING A HOME INCREASINGLY DIFFICULT 

In 1978. the typical home buyer had to make a downpayment of about one-third of 
his or her household income; by 1985, the share had risen to 50%. (Joint Center For 
Housing Studies [JCHS], MIT, 1986) 

For an average thirty-year-old male in 1973, the median priced home would have 
absorbed 21% of monthly pay; in 1984, the median priced home absorbed 44% of his 
monthly income (JEC, December 1985) 

After steadily climbing for decades, the rate of homeownership has declined 
durmg the 1980 s. Hardest hit are younger households, between 1981 and 1985, own- 
ership rates for householders under 25 years of age ueclined bv about 16%, for 
householders 25—29 by 10%, and for householders 30—34 by 8%. (JCHS, 1986) 

The median rent burden (rent plus heating payments) increased from 20% of 
household income in 1970 to 29% in 1983 The share of households with rent bur- 
dens below one-fourth of their income dropped from 60% in 1974 to 40% in 1983 
The share of households with rent burdens above 75% of income rose from 8% to 
13% (JCHS, 1986) 

In 1983, the median rent buiden for households in the lowest income quintile had 
risen to 46% of inc<me, up from 35^ in 1974, and in 1983 over one-fourth of the 
households in this group had rent burdens above three-fourths of income (JCHS, 
1986) 

Given current demographic and housing trends, between 1983 and 20C3, the total 
number of low-rent units in America is projected to fall from 12 9 million to 9 4 mil- 
lion, a 27% loss During the same period, the total number of households needing 
low-rent units is prcjected to increase from 11 9 million to 17 2 million, a 44% in- 
crease (Clay, 1987) 

CHILD CARE; THE NEW "bIG TICKET ITEM" FOR FAMILIES WITH CHILDREN 

Half of all married mothers with infants are in the workforce— a 108% increase 
since 1970 Fifty-four percent of married mothers of ch'!dren under 6 are in the 
labor force, up by 80% since 1970 (SCCYF, 1987) 

In 1985, 68% of female single parents worked, up from 60% in 1973 (JEC, Novem- 
ber 1986) 

By 1995, two-thirds of all preschool children will have mothers m the workforce 
Four out of five children between the ages of 7 and 18 are expected to have working 
mothers. (National Institute for Child Health and Human Development fNICHDL 
1986, Marx, 1987) f i j. 

The median weekly cost for child care m 1985 was $38 00 Th** proportion of total 
family income consumed by child care costs is 10% for non-poor families and 20% 
for families in poverty Estimated annual child care expenditures by U S families 
are about $115 billion ih S Census Bureau, 1987. Hofterth, 1987 [in pieparation)) 

HEALTH CARE COSTS FOR FAMILIES INCREASE, ACCESS BECOMES MORE 

DimCULT 

Today, health care costs consume 10 9% of the total U S Gross National Product . 
By the year 2000, this proportion will ^row to 15% (Department of Health and 
Human Services. Health care financing Administration [HCFA], 1987) 

Health Care expenditures are projected to triple between 1986 and the year 2000, 
irom an average of $i,837 per person to $5,557 (HCFA, 1987) 

Ca)b\s for health care continue to outpace increases in personal income Personal « 
health care expenditures as a fraction of personal income grew from 11 2% in 1985 
to 116% m 1986 If personal health care costs had grown at the same rate as per- 
sonal income, consumers would have had $13 6 billion more to spend on other goods 
and services (HCFA. 1987) 
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An estimated 38 8 million Americans report they need health care but have trou- 
ble obtaining it For almost 19 million Americans, the barrier to access is financial 
(Robert Wood Johnson Foundation, 1987) 

In 1986, 36.9 million Americans had no private or public health care insurance, a 
31% increase over 1980 (US Census Bureau, Current Population Survey, 1980 and 
1986) 

The fastest growing population without health insurance is children of working 
parents with emplo: er based health coverage (Employee Benefits Research Insti- 
tute, lEBRI], 1987) 

In 1985, nearly half of uninsured children age 18 or under lived in single parent, 
usually female headed, families ([EBRI], 1987) 

One-third of the U.S population with family incomes below the poverty level are 
uninsured. O.ie-fourth of the population with family incomes between 100 percent 
and 150 percent of the poverty line are uninsured. (Sulvetta and Swartz. 1986) 

EDUCATION COSTS OUTPACE INFLATION 

During the 1970s, college tuition for all institutions grew at an average annual 
rate of 6 6%, a lower rate than consumer prices, 7 8%. In the 1980's college tuitions 
have grown by 9.8%, twice the rate of mflation (Amencan Council on Education, 
1987) 

College tuition costs are expected to rise by 6% per year in public institution and 
by 7% per year in independent institutions in 1987-1988 and in 1988-89 Increases 
laoTi**^^'^" during this period are projected to be no higher than 4 5%. (Henderson, 

Between 1978 and 1983, college participation rates declined among students with 
family incomes under $20,000 (in constant 1983 dollars), while participation in- 
creased for siudents from families with incomes over $30,000. (Lee, 1986) 

The average total award (grants, loans and work study) per full-time equivalent 
^^"*,^2L'^'" Department of Education programs declined from $2,200 in 1975-76 
to $1,800 in 1983-84 (after adjusting for inflation) (The College Board, 1984) 

I would now like to recognize the ranking minority member, Con- 
gressman Coats. 
Mr. Coats. Thank you, Mr. Chairman. 

I am pleased to be here this morning to hear testimony with you 
and others on this panel about the future of American families. 
This is an important hearing as we will be looking at problems 
which we and our families and our children's families may some 
day have to face. 

We have a good list of witnesses. I would hope that they would 
not only focus on the nature of the problems that we face but also 
on the possible solutions and ways that we can cope and deal with 
these problems. 

We need to look at viable alternatives to provide for our chil- 
dren's education in the future. We need to look at health care serv- 
ices and what kind of options and alternatives might be available 
there. We need to look at how young people can purchase a home, 
can participate in raising their family in the traditional way in 
which we have looked at that question in this country and we need 
to look at the whole question of employment and job training. 
What kind of skills are going to be needed for the jobs of the 
future? Can our educational system adequately cope with the 
changes that are taking place in tliis economy and the pressures 
that will bear on them In terms of preparing our young people for 
employment in the frture. 

To what extent should the private sector be involved, and what 
participation can they have in meeting these particular types of 
problems? It is these types of questions that I hope we can address 
today. It would be easy for us to conclude that many of these prob- 
lems seem insu ^nountable to the average family, but this provides 
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little help or comfort to the families facing these issues. We need to 
learn more about how to unleash the creativity of the American 
people and our ecDnomy to solve the problems that lie ahead. 

I want to thank you for scheduling this important hearing, and I 
look forward to hearing the testimonv of our witnesses. As usual, I 
would ask unanimous consent that the record be left open for two 
weeks so that Members have an opportunity to submit their state- 
ments and questions to the witnesses. 

[Prepared statement of Hon. Dan C!oats follows:] 

Prepared Statement of Hon. Dan Coats, a Represet^'ative in Congress From 
THE State of Indiana, and Ranking Minority Member 

Mr. Chairman, as the Ranking Minority Member of the Select Committee on Chil- 
dren, Youth and Families I am pleased to be here this morning to hear testimony 
about the future of American families. This is an important hearing as we will be 
looking at problems which we, our families, and our children's famSies may some- 
day face. 

I would hope that the witnesses before us would not only focus on the overwhelm- 
ing nature of the problems but instead on hovk we can cope. What alternatives are 
there for families? Is the Dusquesne Tuition Prepurchase Plaii a viable alternative 
to rising tuition costs? Are HMOs the wave of the future in medical financing^ How 
will yoang couples with children be able to purchase a first home? What type of job 
training will young people need in order to secure employment? Can the current 
educational system competently prepare our youth for college or employment? To 
what extent can this be done by families and the private sector and to what extent 
does government need to be involved? 

It is these types of questions that I hope are addressed here today. It would be 
easy for us to conclude that many of these problems seem insurmountable to the 
average family, but this provides little help or comfort to families facing these 
issues. We need to learn more about how to unleash the creativity of the American 
people and our economy to solve these potential problems. 

I want to thank Chairman Miller for scheduling this important hearing and I'm 
looking forward to hearing the testimony. I would also ask that, as usual, the record 
be left open for two weeks. 

"Amf'^tcan Families in Tomorrow's Economy"— General 
Overview, Minority Fact Sheet 

The future of American families cannot be understood outside the most likely 
changes within American societv as a whole. 

Author John NaisUtt in his book Megatrends selected 10 major trends. He con- 
cluded that we are moving: 

1. From an industrial society to aii information society 

2. From forced technology to high tech/high touch 

3. From a national to a world economy. 

4. From short-term strategies to long-term strategies. 

5. From centralization to decentralization. 

6. From institutional to self-help. 

7. From representative democracy to participatory de.nocracy. 

8. From hierarchies to networking. 

9. From North to South (really southwest & Florida). 

10. From either/or to multiple option. 

The common link among these megatrends is the implied necessity of a more edu- 
cated, flexible and responsible citizenry. Naisbitt called it "reclaiming America's 
traditional sense of self-reliance." (For example, information jobs, self-help, partici- 
l>atory democracy, networking, ability to selact among multiple options.) 

The number of jobs that are relatively unskilled but hijrh income is already sub- 
stantiaily reduced and futurists only predict the acceleration of this trend. Among 
the likely manifeetationa of these trends is some return to delayed gratification, not 
something that is currently part of most of younger Americans' make-up (Such as 
home ownership.). 

There are also likely to be attempts to stop these trends, as occurs with every 
mafor shift. Governmental intervention- utilizing the power of a committed group 
to influence the political process— is the most likely way such attempts will occur. 
(For example, resistance to international trade, self-help rather than institutional 
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help, geographical changes, declining industrial sector ) Trends may be slowed by 
long-term efforts to stop them only will create larger problems 

BASIC SOCIETAL TRENDS 

Out of every 100 children bom today* 12 will be born out of wedlock, 40 wit! be 
born to parents who divorce before child is 18; i> will be born to parents who sepa- 
rate; 2 will be born to parents of whom one will die before the child reaches 18; and 
4i will reach age 18 "normally" (Hodgkinson); 

Two-thirds of poor children are white, but those children who stay in poverty for 
more than four years are heavily Black. (Hodgkinson) 

Governmental support for the elderly has increased, buv government spending for 
poor children has actually decreased during the last decade (Hodgkinson) 

Percentage of Americans living in each time zone: East— 50; Central— 30; Moun- 
tain— 5; West— 14 5 There has been a decline in the so-called "frost belt" versus the 
"sunbelt" but declines have been slowed. (Hodgkinson) 

By 1995, most people will have moved into the 30-to-49 age group, enlarging it by 
17,8 million, while the 20-to-29 group will lose 7 2 million people T^ie result will be 
a shortage of entry-level workers in the labor pool and higher starting pay for those 
who are available. (1995: Who Will Be Your Patienlo? Medical Economics. March 31, 
1986, Arthur Owens) 

Meanwh:ie. there will be about 200,000 fewer births in 1995 than in 1985. The 
number of children aged i to 5 will increase 3.7 percent by 1990, then decline, for a 
10-year net gain of only 1 1 percent. The fastest oopulation increase among children 
will be at the elementary-school level (ages 6 to 13) Their numbers are expected to 
grow by 3 4 million (12 7 percent) between 1985 and 1995. For all children under 18, 
the projected 10-year increase is 4 4 percent— only half that of the copulation at 
large— with the biggest drop among teenagers 15 to 19. (Owens) 

Demographers tell as that by 1995 there will be only half as many people in the 
average household as ;n 1910. This results not so much from fewer children per 
family as from increasing numbers of childless couples, single parents, and people 
living alone. In 1982 (the lastest vear for which data are available), one-parent fami- 
lies included 22 percent of all U.S. children under 18-up from 12 percent in 1970 the 
trend is expected to continue. (Owens) 

Partly because of inflation, average income per U.S. household is expected to rise 
by 32 percent from 1985 to 1990, and by an additional 42 percent between 1990 and 
1395— an overall gain of 88 percent in 10 years. Three out of five households in 
1995— will have incomes of at least $35,000. (Owens) 

HEALTH care: FACTS AND TRENDS 
/. Health ^are facts— 

Recent trends indicate that, by the year 2000. life expectancy will rise slightly, 
mcreasing (in the U S ) from 69 5 years in 1978 to 72.4 years m 2000 for males and 
from 77.2 to 81 4 years for females ("Drugs and Health in the Year 2000," The Fu- 
turist, August 1985, Clement Bezold) 

Health Insurance Coverage — 

Eight out of ten children under 18 were covered by some Torm of health insurance 
in 1984 Whereas more than 35% of children in two-parent families had health in- 
surance coverage, only about two-thirds of those in single-parent families had cover- 
age 

Children living with divorced mothers were less likely to have coverage than chil- 
dren living with never-married mothers; the children of never-married mothers 
were twice as likely to be covered by Medicaid as the children of divorced mothers 
Thirteen percent of all children, and nearly half of those Z2% of all children living 
»n families below the poverty level, had no i'^'-urance of any k»nd 

2 Health care trends^ 

The hospital of the future will be transformed into the critical care hub of a dis- 
persed network of similar clinical facilities, physician offices, and i emote care sites 
that may stretch out as far as 200 miles (320 km) from the core facility, connected 
by air and ground critical care transport and integrated by clinical information and 
patient monitoring systems ("The U S Health Care System in the Year 2000." Jeff 
C Goldsmith, Ph 5 . Dec. 26, 1986) 

Another trend likely to continue for the balance of the century is the increasing 
acceptance of group practice In 1969. only 40.000 US physicians practiced in 
groups. By 1984. this number had reached more than 140.000 From 1980 to 1984, 
group practice appears to have absorbed almost three-fourths of the growth in phy- 
sician supply in the United States (Goldsmith) 
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An influential school of contemporary thinking holds that integrated systems of 
financing and providing health care, such as prepaid health care plans or health 
maintenance organizations (HMOs)» will become the dominant health care financing 
vehicle in the United States. Current projection of HMO enrollment in the United 
States range as high as 90 to 120 million people by the early 19908. (Goldsmith) 

, . . about 700,000 MDs and DOs will be practicing in the year 2000-~roughly 30% 
more thaii now. This requires an average annual increase of 10,000 physicians for 
the next fifteen years, little more than half the net annual increase of 18,000 physi- 
cians we have experienced in recent years. But the total population in the year 2000 
will have risen less than 10% perhaps to 260 million. ("American Medicine in the 
Year 2000," Medical WorlH v .ws, Jan. 1985) 

... in terms of act» »rd services, third-party payers of all kinds will be 

spenuing relatively lit c medical care in tne year 2000 than they are now. 

They will accomplish . ^ ^mpObing arbitrarily low prices on providers and by 
substituting less expensive providers and sites of care delivery services (Medical 
World New^ 

The elderly (65 and over) will account for more than 13% of the total population 
by 1995, when there will be 33.9 million of them — 5.3 million more than last year. 
Most will be women, and nearly half will be 75 or older. Because of the high inci- 
dence of chronic and disabling medical conditions among the aged, this dispropor- 
tionate increase in their number will heighten the demand for medical services^ 
especially nursing-home care. (Owens, Medical Economics) 

ratients will be paying a smaller percentage of total health-care costs ovt of 
pocket in 1995, while Medicare, private health insurance carriers, and other third 
parties (except Medicaid) will be paying laiver percentages. Physicians wil! receive 
the same proportion of the total pie as in 1985, but hospitals will get a smaller cut 
and nursing homes a larger one. Those conclusions were reached by a panel of 
health-care experts surveyed by the American College of Health Care Executives 
and the accounting firm of Arthur Andersen & Co. in 1984. Physicians' opinions 
were not solicited on th*" subject. (Owens) 

How will the Medicare system change in the year 1990*^ Strong majorities of the 
Arthur Andersen & Co.— ACHCE panelists anticipate that the qualifving age will be 
higher, that coverage will be based on the patient's income level, that all benefici- 
aries will be covered for catastrophic illness, and that they'll be paying higher pre- 
miums, deductibles, and coinsurance. It's also the panel's consensus that assignment 
of benefits will be mandatory for physicians, and that a voucher system will be im- 
plemented. (Owens) 

Naisbitt in his book Re-inventing the Corporation suggests the following methods 
to help keep health costs manageable: Build clinics; create HMO's; form groups of 
corporate health cost budget busters; join preferred provider organizations; and bend 
emergencies to freestanding emergency centers 

EDUCATION: FACTS AND TRENDS 

1. Education Facts— 

All of America's 25 largest city school systems have "minority majjrities" ("All 
One System: Demographics of Education, Kindergarten through Graduate School," 
The Institute for Educational Leadership Inc., Harold L. Hodgkinson, December 
1985) 

In 1900 only about 10% of youth graduate from high school. By 1950, 25% of 
black youth and 56% of whites graduated. By 1978, 75% of black youth and 85% of 
white youth graduated. "Since 1980, the national figure for all students has declined 
from 76% high school graduation to 73%. The unintended fall-out from the spate of 
'excellence' state reforms will undoubtedly cut the number even further " (Hodgkin- 
son) 

In 1947 only about 28% of youth attended college Today more than 50% will 
attend some form of post-secondary education. (Hodgkinson) 

29% more Blacks graduated from high school in 1982 than in 1975 but Black col- 
lege enrollment dropped 11%. High school ^aduation rates for Hispanics increased 
38% during 1975 to 1982, while Hispanic college enrollment declined 16%. (Hodg- 
kinson) 

Key Question: Should access be to some institution of higher learning or to the 
best in citution for that particular student? 
Examples of minority mixes* 

Community colleges have a disproportionate enrollment of Blacks and Hispanics 
The 1984 entering freshman class at the University of California at Berkeley was 
only 56% white. 
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UCLA has become heavily non-white without lowering its admissions standards at 
all. 

1985 class entering Harvard was 20% minority, and was selected from the top 
sixth of the applicant pool 

However, beyond community colleges and "blue chip" universities, there is a 
large group of institutions that haven't increased m'nority populations at all. (Hodg- 
kinson) 

The specificity of colleges may be lost as some institutions try to attract anyone 
who is warm and breathing to their opening class. (Hodgkinson) 

The level of educational attainment among parents of school-aged children has 
been rising, with especially dramatic increases among blacks The educational level 
of black parents still lags behind that of whites, however Nearly 60% of Hispanic 
students have parents who have not completed high school 

PERCENTAGE OP STUDENTS WHOSE PARENT HAS 12 OR MORE YEARS OP EDUCATION 



Oiild's sduol tevei- 



Elefnentary High school 



Total 



1970 


62 


59 


1979 


71 


70 


1985 


78 


76 


Whites 






1970 


66 


63 


1979 


75 


74 


1985 


80 


78 


Blacks 






1970 


36 


30 


1979 


51 


45 


1985 


67 


63 


HiS)»niC$ 


1985 


41 


41 



2. Education trends — 

Lifelong education is here today for about half of the American adult popula- 
tion—ready or not At the moment, ten million workers are taking 18 million 
courses a year, most of them offered "in house" by the company's own education 
staff. This is a minimum figure (Hodgkinson) 

It is essential to bring quality and accountability back into education, but it is not 
enough. We must go further and introduce the new skills that are appropriate to 
the information society, skills that are equally valuable in the classroom and in the 
corporation— thinking, learning, and creating. (Naisbitt) 

A sampling of corporate responses to these needs: 

a. % of US large corporations teach remedial education and basic skills 

b. Adopt-a-school, computer donations, corporate literacy activists 

c Closing the math-science gap thru cooperative use of engi'^eers, computer scien- 
tists and other technical people. 

d. "Give us literate, skilled graduates and we'll give them jobs "That is the deal 
some 200 Boston -area businesses have struck with the Boston Public School System. 
(Called the Boston Compact, it aims to break that vicious circle with the goal of of- 
fering every Boston high school graduate with minimum competency in reading and 
math a guaranteed job with a Boston area employer.) 

e. Corporations spend nearly $60 billion a year on education and training, accord- 
ing to the report, about the same amount spent on education in the nation's four- 
year colleges and universities. About 8 million people are learning within corpora- 
tions—about the same number as are enrolled in institutions of higher learning 
(Naisbitt, Re-inventing the Corporation) 

In a recent study, data concluded that the educational system has three important 
problems and a potential fourth problem that affect its ability to respond to changes 
in training requirements, they are as follows* 

1 In the comprehensive school system vocational students are dispersed across 
high schools, precluding the economies of scale required to justify the costs of the 
sophisticated, modern equipment that vocational high schools can realize; 
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2. The pobi-secondary system i& facing a period of unprecedented enrollment de- 
cline that promises to slow its response to change; 

3. Quality was identified as a potential problem in the educational system. Institu- 
tions face a much older post-secondary faculty by the year 2000, a development that 
will rai&e the average cost of faculty salaries and make it difficult to introduce the 
new fleids and courses that may be needed to meet technologically-generated 
changes in skill requirements. 

4. Since the military-like compensation structures of post-secondary schools limit 
their ability to compete for the scarce labor required to teach these new skills, there 
has been concern that ^he post-secondary schools will become training bottlenecks 
for the skills most needed to integrate technological advances into the economy (Ca- 
reers ard Opportunities 1911, Black Enterprise, February 1987, Ed Newton) 

Median family income is a broad measure that includes many families who will 
not be affected by college prices, such as the elderly, or young families with small 
children. The price of college education is usually of most direct concern to families 
with a dependent child (or children) around age 18. This distinction is crucial. Fami- 
lies with college age children are often in their peak earning years and thus have 
higher incomes, and experience faster income growth, than all families. In 1985, for 
example, mea'an family income for ell families was about $22,415. For those with a 
child in college it was $37,355. Between 1973 and 1986, median family income rose 
122% for all families, 132% for families with a dependent age 18-19 not in college, 
and 144% for families with a dependent child in college. In short, the benchmark 
that one uses to measure family income makes a substantial difference (The Rising 
Cost of College: The Conventional Wisdom is More Complicated Than You Think, 
Terry Hartle, American Enterprise Institute) 

A RECEIT: INNOVATIVE APPROACH TO FUNDING COLLEGE 

"Prepaid Tuition Plans: Almost every state has discussed some wa^ to allow par- 
ents to pay for their children's college tuition years before the children actually 
enroll. As of last week, governors in four states— Indiana, Michigan, Tennessee and 
Wyoming — had signed such plans. Many other states were studying them, although 
some, including Michigan and Tennessee, were waiting for the Internal Revenue 
Service to ruli on whether parents would have to pay taxes on the entire value of 
the certificate when redeemed or only on the amount they paid " (Legislatures' Fi- 
nancial Support for Colleges, Limited by Economic Conditions in States, Carolyn J 
Mooney) 



"The current rate of tuition inflation and the low rate of savings by parents for 
future college costs is fueling interest in tuition prepurchase plans that guarantee 
the price of college years in advance." 

"First, the pool of prepaid tuition will, presumably, be large enough that the fund 
managers will have access to professional investment advice. In addition, profession- 
al management will be able to diversify the investments in ways that the individual 
investor never could " 

"Second, the fund managers will, or at least should, be able to take a long-range 
investment perspective. This not only adds potential strength to their investment 
strategies but reduces the risks of short-term economic and market fluctuations In- 
dividual families, on the other hand, have relatively short planning horizons and 
may be trying to save for college at a time when financial markets are falling." 

"The final advantage is the possibility of a tax savings. When parents invest, all 
'income' generated by the investment is taxed, regardless of whetner this income is 
real or simply compensation for inflation If families purchase a commodity like tui- 
tion, it is possible to structure the sale so that they will not be taxed when the price 
changes. The tentative nature of this advantage must be emphasized as a plan's tax 
status will, obviously, be determined by many factors." 

"The most obvious participants are middle and upper-middle income families who 
value education and have resources to invest. The children of these families are 
very likely to attend college with or without these savings incentives. But if a tui- 
tion plan helps a family to save more effectively, the set of institutions from which 
they may choose can expand. Furthermore, if the tuition is sold in installments, and 
possibly through payroll deductions, the plans mav reach lower middle income fami- 
lies." (Tuition Prepurchase Plans, Why They're Needed and What's At Stake, Rich- 
ard E. Andersen) 



The Original Idea 



"The Duquesne Plan," Duquesne University, Pittsburgh 
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CHILD CARF. FACTS AND TRENDS 

/ Child care facts— 

Between 1980 and 1985 the number of women with two jobs or more rose by 
almost 40% to 2 2 million. It jumped from dJ% to 41% of women wo»-king Over a 
decade m a half, the rate has jumped froni 2 2% to 4.7% MoonLghting for men had 
undergone a long-term dechne but sfibilized during the 1970 s at around 6%, and is 
now down to 5 9%. ("Moonlighting by vvomen jumped to record highs," by John F 
Stinson, published in Monthly Labor Review, Nov. 1986.) 

The demand for child care services wiP ^{row, fueled by a substantial increase in 
the population of young children, especia^l,, those under six years old. Thanks to the 
maturation of the "baby boom," the population under six will rise by 3 3 million 
during this decade, from 19 6 million in 1980 to 22 9 million in 1990 (a 17% in- 
crease). (Congressional Budget Office, Hpn, n Resources and Community Develop- 
ment Division, Demographic and Social Trends* Implications for Federal Support of 
Dependent-Care Services for Children and the Elderly, June 15. 1983 ) 

The most important trend affecting the increase r. demand for child care services 
is not population growth, but the anticipated increase in the proportion of children 
living with only one parent, usually the mother. The population of children under 
10 from single parent households is expected to rise by 48% between 1980 and 1990, 
from 6 million to 8.9 million This increase of roughly 3 million children means that 
nearly 1 in 4 children under 10 will live ii: a single parent household at the end of 
this decade. (CBO) 

The Congressional Budget Office report indicates that the trend toward increased 
labor force participation by single mothers found during the 197 O's is expected to 
continue through this decade. The percentage of single mothers in the labor force 
with children under six was well over half in 1980 (59%), and is projected to rise to 
63% by 1990. (CBO) 

An even more dramatic increase in the percentage of working mothers with very 
young children is expected in households where the father is present The 1990's 
will be the first decade to begin with a majority of these mothers (55%) in the labor 
force. This represents a percentage increase of over 80% in the 20 years since 1970, 
when fewer than one-third of all married mothers of children under six worked 

The need for affordable child care wiU ^je increased with these developments. 
However, a recent report from the Bureau of the Census indicates that the current 
supply of affordable day care for a significant number of mothers is inadequate. The 
report estimates that 26% of mothers of children under 6 not now working (1 7 mil- 
lion women) would seek employment if affordable child care were available. (CBO) 

Children with mothers who work full time, full year-- 

Of all children under 18 living with their mothers. 27% had mothers who worked 
full time, full year during 1984; 37% had mothers working less than full time, full 
year; and 33% had mothers who were not in the labor force for the entire year. 
Children in two-parent families were less likely to have a mother who worked full 
time, full year (25%) than children in mother-only families (32%). Additionally, 
younger children were less likely to have mothers who worked full time, full year 
than older children, with only 1 in 5 preschool children having a mother who 
worked full time all year in 1984. Hispanic children were the most likely to have a 
mother who was not in the labor force. Black childr'^n were the most likely to have 
a mother who worked full time, throughout the year, while white children were the 
most likely to have a mother who was employed less than full time, full year (Anal- 
ysis by Child Trends, Inc. of public use data from the Census Bureau^s March 1985 
Current Population Survey. Tabulations produced by Technical Support Staff, Office 
of the Assistant Secretary for Planning and Evaluation. U.S. Dept of Health and 
Human Services.) 

Women will account for the majority of labor-force growth from 1984 to 1995, the 
Labor Department projects. In 1970, onl • half the women between the ages of 25 
and 44 were in the work force. By 1995, more than 80% of women in that age range 
are expected to be working (Work & The Family A Changing Dynamic, A BNA 
Special Report, The Bureau of National Affairs, 1986) 

. . . there has been a dramatic growth of female-headed households with young 
children: 105% increase, from 2.85 million in 1970 to 5.86 million in 1982. This gen- 
eration affirmed the most profound change in family formation over the past three 
decades- the emergence of the single-parent family as a phenomenon so well estab- 
lished and pervasive that it is predicted that by 1990. one-half of all Americans will 
spend part of their childhood living with only one parent " (The Fofje of Baby 
Boomers & Their Children. Esther Wattenberg. 1986) 
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2. Child care trends— 

The generation of workers graduating from college today may find themselves in 
a better position. They belong to the "baby -bust" generation, and their small num- 
bers» says Harvard Ek^onomist David Bloom, will force employers to be creative in 
searching for labor Child carp arrangements, he says, will be the "fringe benefits of 
the 1990's. (TIME Magazine. The Child-Care Dilemma, June 22, 1987) 

The economics of the situation, if nothing else, will provoke a change in the atti- 
tude of business, just as the politics of the situation is changing the attitude of gov- 
ernment In order to attract the necessary v/omen— and men — employers are going 
to have to help them find ways to cope more easily with their duties as parents. 
(TIME Magazine) 

Child care arrangements — 

Children under 5 years with employed mothers are more likely to be cared for 
outside their own home in recent years, particularly if their mothers work full time 
Much of the increase in out-of-home care has been due to increases in the use of 
group care or of caie provided in the home of non-relatives 



/. Housing facts — Residence in owned housing, rented housings and publicly subsi- 
dized hcusinfi: 

A 65% majority of US children under 18 live in housing that \f owned by their 
parents or another household member However, whereas nearly 70% of white chil- 
dren live in owned *^ousing, approximately 60% of both black and Hispanic children 
live in rented housing One in six black children and one in eighteen Hispanic chil- 
dren lives in publicly subsidized housing. A majority of the 2 4 million children 
living in public housing are black or Hispanic White children make up 88% of the 
304 million children who live in housing owned by a parent or other household 
meLiber. (CFY 1987 Trends Report) 

The future of housing demand wili be shaped most by the future of the baby boom 
generation— those born from 1947 through 1964. By 1993 the entire generation will 
be in the traditionally peak-earning ages of 35 to 54 ^Demograpnics and Housing in 
America, Population Bulletin, January 1986, George Stern lieb and James Hughes) 

Gains it. ambers of households averaged 11 7 million a year between 1970 and 
1980 but slipped to barely one million a year from 1980 to 1983 with the recession. 
From 1983 to 1990 households should increase by 1.3 million a year, on average. 
From 1990 to 1995, household growth is projected to retreat to one million a year. 
(Stern lieb and Hughes) 

Between 1983 and 1990, owners are projected to account for over 72% of house- 
hold growth and that share is projected to surge to over 83% in the first half of the 
1990*s. With overall household growth slowing, however, the increase in ownership 
will boost the proportion of households that own their homes only to 66 6%; by 1995. 
(Stem lieb and Hughes) 

Rental apartments face an even more drastic dropoff in demand The middle- 
aging of the baby boom generation in the force behind the rise in homeownership 
and the drop in the demand for rental units. (Sternlieb and Hughes) 

2 Housing trends— 

As America becomes increasingly middle-aged, married-couple family households 
should make a marked comebrck. even if not enough to resurrect the family norm 
of the 1950s. (Sternlieb and Hughes) 

The explosive growth of female-headed households should abate (Sternlieb and 
Hughes) 

America's home of choice is the detached, single-family house The authors see 
nothing occurring in the next decade or so that should dampen Americans' desire 
for the best most spacious, detached single-family home they can afford (Sternlieb 
and Hughes) 

Renewed Federal housing aid for the poor is unlikely for the foreseeable future 
As a result, rapidly increasing numbers of people are homeless, doubling up in 
public housing projects, or paying more than half their incomes for rent Compound- 
ing the problem is a general decline in rental housing as units are converted into 
cooperatives and condominiums, which people on low incomes cannot afford Most 
affected by this is America's growing minority population of blacks and Hispanics 
This could result in more class cleavage between those who are desperate to acquire 
adequate shelter and tho^c who can afford to view housing as much more than mere 
shelter. In the absence of Federal efforts, housing support for the poor is increasing- 
ly local (Sternlieb and Hughes) 
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If the housing needs of the disadvantaged are not met by new construction or sub- 
stantial rehabilitation, the response of the housing market may well be much more 
subdivision of existing housing The quality of housing if this were the case would 
be bound to deteriorate. (Stemlieb and Hughes) 

More fert'le with income than with offspring, the maturing baby generation will 
edge the housing market further upscale. They will have the purchasing power that 
could bolster a housing industry that faces an inevitable decline in the numbers of 
households added each year. (Sternlieb and Hughes) 

ECX)NOMY AND LABOR: FACTS AND TRENDS 

i. Economic and Labor Facts^Council of economic advisors (CEAJ 

9% of the jobs during the present expansion are full-time jobs 

Over 60% of the increase in employmeiil has occurred in the highest paying occu- 
pations, with median weekly full-time eamii:^s in excess of $390 (or more then 
$20,000 on an annual basis) To be specific* ma imager lal and professional positions; 
technical professionals; supervisors and proprietor? (sr.ies establishment), precision 
production; and craft and repair. 

Only 12% of the increase in employment has occurred in the lowest-paying, low- 
skill service occupations. 

The great majority of individuals who work part-time want to work part-time 
About 19% of persons at work are part-time employees, and over 70% of these are 
voluntary part-time workers 

Although still high by historical standards, the share of involuntary part-time 
workers (i.e., those whod prefer to be full-time) has fallen since 1982 and is now 
about 5% of the people at work 

Unemployment in April (1987) fell to 6.3%, more than anyone had anticipated. 

For every manufacturing job "lost" since 1979, at least 5 other jobs were created, 
and 

Most were anything but menial and low-paying 
America '» middle class— 

Over 80% of Americans continue to believe in the American dream of a better 
economic life . . And why nof^ Real per-capital disposable income from 1980-86 
has risen 14%, or about a 15% faster rate than in the 12 2% rise in the previous six 
years (1974-80). Warren Brookes, Human Events 5/2/87 

The sky is not falling on Amerca's middle class For one thing, the movement 
toward services is a long-term trend that the U.S Shares with other nations, includ- 
ing Japan. For another, the service sector is not made up solely of low-paid jobs, nor 
does its growth come at the expense of manufacturing, which actually is doing quite 
well And finally there is no evidence at all that the middle class is eroding. The 
fact that the middle three-fifths of the population, ranked by income, receive about 
52% of total national income, a proportion that has been virtually unchanged since 
the Census Bureau began keeping such statistics in 1974. A similar analysis of 
annual earnings by the Bureau of Labor Statistics indicates that the middle third of 
workers, ranked by earnings, make up almost exactly the same percentage of total 
employment that they did ten years ago In short, despite anecdotal evidence tu the 
contrary, there is nothing in the aggregate data to indicate that recent changes in 
the economy, such as a shift from manufacturing to ser/ices, are eroding the middle 
class Bruce Bartlett and E L Wiegand Feltow, "The Chicken Little Theory of the 
Vanishing Middle Class," The Backgrounder, Heritage Foundation, April 13, 1987 

Between 1970 and 1984, for example. New York lost 492,000 jobs previously filled 
by high-school dropouts, and gained 239,000 lequiring some college. Philadelphia 
lost 172,000 jobs previously held by dropouts and gained 39,000 for college graduates. 
(Andersen) 

In 1985 in the central cities of metropolitan areas of the Northeast, 43% of the 
black males ages 16 to 64 years old had not completed high school (29% for whites). 
(Andersen) 

Nearly a million new jobs were created in restaurants and similar establishments 
between 1974 and 1984, and most were outside the central cities (Andersen) 

Metropolitan transportation systems make it difficult to travel from the city to 
the suburbs at affordable prices and in a reasonable amount of time (Andersen) 

Takeovers result in massive reductions in force. Greatest impacts are in service 
departments duplicated by merger such as law, finance, and marketing Has hit up- 
wardly mobile minorities hard in part because of less seniority and less affirmative 
action Percent of blacks in professional and technical jobs actually shrank between 
1980 and 1985 from S 9% to 6 7% (percent in managerial and administrative did rise 
from 5.2% to 5 3%) (Newton) 
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Currently, adult training and education programs art concentrated among those 
who are already doing relatively well in the labor market Participation rates in 
adult education are twice as high in white collar jobs as in blue collar jobs Also 
another survey found that 61% of professional workers took training to improve 
skills on their current job compared with under 25% for most blue collar workers 
(Bureau of National Affairs) 

Fastest Growing Occupations ^--1984-95 



Fervent 

Paralegal personnel .... .... 97.5 

Computer programmers .. . ..... 71.7 

Electronic data processing 68.7 

Medical assistants . 62.0 

Data processing e<^uipment repair ... 56 2 

Elect and electronic engineers .... 52.8 

Elect and electronic technicians 50.7 

Computer operators 46 1 

Peripheral EDP equipment operators. ... 45 0 

Travel agents 43 9 

Physical therapists 42 2 

Physician assistants 403. 

Financial services sales 39.1 

MChapter 2 Tomorrows Jobs— received from CRS, no other information given ) 

Fastest Declining Occupations ^—1984-95 

Percent 

Stenographers ... —40.3 

Shoe sewing machine operators ... —31.5 

Railroad brake, signal operators. ... —26.4 

Railcar repairers . — 22 3 

Furnace, kiln operators - 20 9 

Shoe and leather workers/prec — 18.6 

Private household workers - 18.3 

Telephone installers/rep&ir .... ... - 17 4 

Garment sewing workers —16.7 

Textile machine operators - 15.7 

Machinerv maintenance mechanics — 14 8 

Statistical clerks -12.7 

Industrial truck operators .... -119 

Central office workers -115 

Farm workers - 11 2 

College faculty - 10 6 

» (Chapter 2 ) 



2. Economic and labor trends — Major labor force demographic trends: 
The population and labor force will continue to grow but more slowly than in 
recent decades. 

More women will enter the workforce, but the rate of increase will taper off. 

The number of 3^oung workers will decline, but the proportion of the youth labor 
force that is minority will increase. 

The number of older persons at work will continue to decline, in part due to earli- 
er retirements. 

Together, women, minorities and immigrants will account for the vast bulk of net 
additions to the labor force in the coming decades 

Bureau of Labor Statistics (BLS) projections indicate that prime age workers will 
constitute a larger share of the labor force in the years ahead, and the average age 
of the workforce will rise 

The slower rate of labor force growth suggests tighter labor markets are possible 
and this offers an opportunity to move "at-risk" youth into the mainstream. 

Tighter labor markets should foster greater use of the abilities of minorities, 
women and the handicapped and a narrowing of occupational and eamip<^ gapS- 

A more mature workforce implies greater experience, stability, reliability and pro- 
ductivity. (Statement of William E. Brock, Secretary of Labor to Joint Economic 
Subcommittee on Economic Resources, published by The Bureau of National Affairs, 
July 1986) 

Alternative Work Schedules— 
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In Wisconsin Project JOIN (Job Options and Innovations) undertook a two-and-a- 
half year study of the effects of restructing up to 25 full-time civil service positions 
^ ^^^^ ^ ^^^^ available on a less than full-time basis. The project, which 
emphasized the redesign of professional and technical positions, proved so successful 
that 56 positions, involving 115 employees had been voluntarily redesigned by the 
tune It concluded. ("Changing times: The use of reduced work time options m 
the United States " by Bamey Olmsted, oniirector of New Ways to Work of San 
Francisco: from International Labor Review. Vol 122 No. 4. July-August 1983) 

Multiple jobholders numbered 5.7 million in May of 1985; Saturday work was rou- 
tine for one-fourth of all workers; 1 in 8 reported they usually worked on Sunday; 
one^ixth of the full-time workers and one-half the part-time workers work outside 
typical daylight hours; home-based work for at least 8 hours a week was reported bv 
over 8 million workers; flextime or other schedules enabling workers to vary the 
start and end of workday was available to 12% of the wage and salary workers with 
full-time jobs; a preference for a longer woAweek (and thus more money) was ex- 
pressed by V4 of all the woAers with fewer then Vio saying they would prefer fewer 
hours (and less money). ("Work schedules of Americans: an overview of new fmd- 
ingB. by Paul O. Flaim; published in Monthly Labor Review; November 1986. 

Flexible staffing is one of the more important ways US industry is reordering its 
methods in response to demands for greater efficiency and lower costs." Lone Rang- 
er^utside contractees— now account for 25% of the American work force (up from 
10% a decade ago) and 60% of the net new jobs created since 1974. Lone Rangers 
increase productivity. Even if the cost per job is higher, the cost per job done is 
smaller. ( Hi ho. Silver" by Susan Lee and Stuart Flack, Forbes. March 9. 1987) 

Example of impact on the Forbes 500 companies: From 1981 to 1986 Bankers 
Trust cut its employees by 14% while sales went up 27%. It is not just office tempo- 
ranes. For exanpple. companies like Litton, the big defense contractor, calls up 
w)dv shops" for personnel. 'We have a constant need for engineers, but it can't be 
filled by taking on permanent workers because our needs are very specific— for in- 
stance, a specific skill in software that is not generic to an engineer. ("Hi ho. 
silver ) 

How do the free-lancers themselves feel?" Some may yearn for the security of a 
big company payroll, but most do not. An increasing number prefer the flexibility 
and freedom of the free-lance life. It makes them feel like J. e Lone Ranger, rather 
than just a cog ... in a machine. ("Hi ho. Silver") 

Down-sides of par^time/f^extime/free-lance^s: 70% of part-timers have no employ- 
er-provided retirement p»an. and 42% have no health insurance ("The Disposable 
r<!2f}^^^ Becoming a Fact of Corporate Life." Business Week, December 15. 

Theme: Problem of the "dual labor market. " 

Urban economic expansion is creatir^g new jobs, but growing numbers of minori- 
ties and the disadvantaged are unable to fill them. (1) require skills that many do 
not have and (2) suburban jobs can't be filled by city residents because regional 
transjportotion systems are inadequate ("Education: Key to Minorities Gaining 
Jobs, by Bernard E. Andersen. Black Enterprise. February 1987). 

Manufacturing sector is declining but new growth in service jobs; however, service 
jobs require communication and computational skills. High-school dropouts and 
youth with few basic academic skills cannot meet the needs of employers in the new 
information-based urban job market. (Andersen) 

Key Future Labor Issues— 

1. Making workplace literacy a national objective. 

2. Improving the nation's pension system— currently most are based upon long- 
term service which discourages flexibility and encourages employers to discriminate 
against older workers; 

3. Enabling women to participate fully in the economy 

4. Encouraging individuals and employers to invest more in education and train- 
ing. 

5 Promoting flexibility among unemployed workers 

6 Review of employment standards. 

Integrating minority and disadvantaged workers into the work force 
( Work Force 2000" paper of Roger D. Semerad. Assistant Secretary of Labor for 

Employment and Tiaining Administration). 
In Re-inventing the Corporation by John Naisbitt and Patricia Arburdene. a list 
1 companies will be adjusting to th? future included the following 

1. The companies that create the most nourishing environments for personal 

growth will attract the most talented people 
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2. Inside the corporation, the manager's new role will be to cultivate and main- 
tain a nourishing environment for personal growth 

3. Compensation systems that reward performance and innovation are transform- 
ing employees mto stockholders. 

4 We are shifting from hired labor to contract Ipbor. which is part of a larger 
trend of contracting out for a variety of services. 

5. The top-down authoritarian management style is yielding to a networking style 
of memagement, where people learn form one another horizontally, where everyone 
is a resource for everyone else, and where each person gets support and assistance 
from many different directions. 

6. Many companies are re-inventing themselves as confederations of entrepre- 
neurs, operating under the main tent of the corporation. 

7. In the re-invented corporation, quality will be paramount. 

8. Intuition is gaining a new respectability in the corporate world, which has been 
run by numbers for so long. 

9. Large companies are discovering that to compete in a changing marketplace, 
they must ad^ many of the values of smaM business. 

10. I'- the information society, we are shifting from infrastructure to quality of 
life. 

Chairman Miller. Without objection, that will be done. 

Our tirbt panel this morning will be made up of Dr. Frank Levy, 
who is a professor of public administration, the University of Mary- 
land, and a Guggenheim fellow at the Brookings Institution of Eco- 
nomic Studies in Washington, D.C.; Bruce Bartlett, who is a senior 
fellow from the Heritage Foundation here in Washington; and 
Cathy Schoen, who is a research economist representing the Serv- 
ice Employees International Union. 

Come forward, and welcome to the committee. We will take your 
testimony in the order in which I called your names, and your pre- 
pared statements and supporting documents will be placed in the 
record in their entirety. You may proceed in the manner in which 
you are most comfortable. 

We will start with you. Dr. Levy. 

STATEMENT OF FRANK LEVY, PROFESSOR, SCHOOL OF PUBLIC 
AFFAIRS, UNIVERSITY OF MARYLAND, GUGGENHEIM FELLOW, 
ECONOMIC STUDIES, BROOKINGS INSTITUTION, WASHINGTON, 
DC 

Mr. Levy. Thank you, Mr. Chairman. 

My name is Frank Levy, and I am an economist at the Universi- 
ty of Maryland School of Public Affairs. I was asked by the com- 
mittee to review recent trends in the economic status of children, 
and the best way to do that, I think, is to lay out before the com- 
mittee two quite different statistics. 

Nineteen seventy-three, as the committee knows, was the year of 
the first OPEC oil price increase, and if you look at per capita dis- 
posable income between 1973 and the mid-1980'8, it has risen by 
about 15 percent, which is as much as it had risen in the 1950's. So 
that statistic, by itself, suggests that the 1970's were really not so 
bad a period after all. 

On the other hand, if you look at the rate of child poverty, that 
over the same period has grown from 14 percent to 21 percent, and, 
looking at that statistic, it suggests that the 1970'8 were really 
quite bad. So the question is, how do you get a picture which, on 
the one hand, explains what is going on with per capita income in- 
creasing at the same time that poverty is increasing? 
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One simple way you could think about reconciling them is if 
there had been some enormous increase in income and equality, 
but that really has not happened. At the end of my prepared state- 
ment, I include statistics on the distribution of family income. 
There has been some modest increase in equality but not really 
very much. So that really is no explanation. 

So what I would like to do is give you an explanation of really 
what has happened over the last 15 years to reconcile these two 
numbers. 

The first point is that the 1970's really were very bad, the period 
after 1973, not so much in terms of income per person— that is to 
say, per man, woman, and child— but in terms of income per 
worker. The simplest way of expressing this is to take a look at 
men as they pass from age 40 to 50. If you look in the 1950's or the 
1960's, a man as he aged from 40 to 50 typically had about a 30 
percent increase in real purchasing power income. That wasn't so 
much because be was gaining on younger workers; it is just that 
wages were going up throughout the whole economy. On the other 
hand, if you looked at what liappened to men who were 40 in 1973, 
over the next 10 years, they saw their incomes decline by about 14 
percent. 

There is no mystery to those numbers. The first oil price increase 
really took a big piece of purchasing power out of the economy, 
then we entered a period of very, very low productivity growth, so 
we were very slow to recoup that first oil price increase loss. We 
just about get back to 1973 wage levels in 1979, and then we have 
the second oil pnce increase, and we go through that cycle all over 
again. 

In particular, what I am not talking about and what I think we 
should not be too concerned about is this difference between manu- 
facturing jobs and service jobs. The kinds of wage declines that I 
am discussing ai-e declines that affected people in all industries, 
and it was just a simple fact of the cost of living going up by 9 per- 
cent and you only getting a 4 percent raise, things like that, that 
caused a decrease in real earnings. 

The question then is, with these declining wages, how did you get 
rising per capita income, and the answer is that a greater, and 
greater, and greater proportion of the whole population went to 
work. In the early 1970 s, about 40 percent of all citizens were 
working Today, about 50 percent of all citizens are working, not 
aged 16, I'm talking about age zero up to age 100. Women went to 
work in large numbers, the large baby boom cohorts turned 21 and 
began their careers, and when you compare these Baby Boomers to 
their earlier brothers and sisters, they married much later and 
they had very small families. 

What that allowed you to do was to allow income per capita to 
keep rising even though income por worker wasn't doing anything 
because more and more and more of the population went to work. 
But it should be clear, those kinds of adjustments were not avail- 
able to all families. A family headed by a single woman couldn't 
very well put a second serious earner into the work force to boost 
family income. A two-parent family that was displaced in the 1980- 
82 recession had a lot of trouble just keeping income even, forget 
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about talking about income increasing, and those kinds of families 
are where more children in poverty came from. 

Between 1973 and 1984, the number of children in poverty in- 
creased by about 3.5 million, or by about one-third. About half of 
that increase was single-parent families, the other half was two- 
parent families, mostly two-parent families hurt by the deep reces- 
sion of the early 1980's. 

The kind of story that that describes, some families managing to 
hang on and other families really falling down quite a bit, suggests 
that income equality increased a lot. So let me just finish my testi- 
mony by sa3dng, well, how does that square with this idea in the 
Census numbers that income and equality haven't changed? 

The missing piece of the puzzle is that one thing that we did well 
on over the last ten years is take much better care of elderly fami- 
lies. Social Security was indexed, most wi\ges were not; as more el- 
derly retired, there was growing private pension coverage, and so 
what you had in the bottom of the income distribution was a kind 
of great flip-flop: The elderly move up from the bottom to the kind 
of lower middle, and the bottom is now much more occupied by 
single-parent families with children and two-parent families who 
have been hurt by the 1980-82 recession. 

So income and equality among families with children has in- 
creased a lot, but when we look at Census statistics, which cover all 
families, those increases are offset by the rise of the elderly in- 
comes. 

Let me finish by saying that my point in describing these move- 
ments is not to pit the old against the young. To the contrary, we 
are all in this together. We are in an economy which, since World 
War II, has assumed that living standards for everyone would rise 
year after year like a kind of entitlement. 

For the last 12 years, rising reai wages, which was really the 
basis for this entitlement, have not been present, and in the result- 
ing scramble for consumption, children on average have gotten the 
short end of the stick. But unless we begin to put our economic 
house in order, and deal with the Federal deficit, and do other poli- 
cies like that, we shall all be feeling the short end of the stick soon 
enough, I think. 

Thank you. 

[Prepared statement of Frank Levy follows:] 
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Prepared Statement of Frank Levy, Professor, Schocl of Pubuc Affairs, Uni- 
versity OF Maryland, Guggenheim Fellow, Economic Studies, Brookings Insti- 
tution, Washington, DC 

My name ii Frank Lary. I am an economist at the University of 
Maryland's School of Public Affairs. My testimony today on thg 
economic status of families with children is dravn from my book, 
Dollars and Dreams i The Changing American Income Distribution , 
irfiich will be published later this montn.^ 

I have been asked by the Committee to review the economic 
status of children over the last 15 years - both how it has 
changed and why it has changed. The best way to begin is to 
compare two, apparently contradictory economic statistics. 



- The first statistic is disposable income per capita. 
1973, as you know, was the year of the first major oil 
price increase. But between 1973 and 1984, disposable 
income per capita (adjusted for inflation) rose by 
15Z, as fast as it had grown in the booming Eisenhower 
1950*s. Taken by itself, this measure suggests the 1970*8 
were a good econooiic period. 



- The second statistic is the rate of poverty among children. 
Between 1973 and 1984, the proportion of all children in 
poverty rose from 14. 2Z to 21. OZ. This rise in the poverty 
rate took place despite the increase in disposable income 
per ctpita. This statistic suggests the 1970 's were quite a 
bad period. 



Ve could reconcile these statistics if there had been an 
enormous increase in income inequality - that is, if all the 
Income growth had taken place at the top of the distribution while 
the bottom became worse off. But at first glance, that has not 
happened. U.S. Census data shows that family income inequality did 
increased moderately during the 1970* s but it is not much 
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different today than it was in the late 1940*8 or any year in 
between, (see attached Table 1 and Figure 1). There is, however, 
an important qualification to these family inequality numbers to 
which I shall return in a moment. 

To unravel this puzzle, we need first to understan<f that the 
years after 1973 were indeed a bad period, not in terms of income 
per capita, but in terms of income per worker - i.e. in terms of 
wages. For example, in the economy of the 1950 *s and 1960* s, a man 
passing from age 40 to age 50 saw his income increase by 25-30Z. 
But men who were 40 in 1973 saw their incomes over the next ten 
years decline by about lOZ (see attached Table 2). Family income 
traced a similar path. In 1947, it stood at $14,100 (in 1984 
dollars). It then grew steadily, never going more than three years 
before setting a new record, until it stood at $28,200 in 1973. 
But it has remained below $28,200 in every year since 1973 despite 
the increase in two earner families. Today it stands at about 
$27,500 (see Figure 1). 

There is no mystery to these wage and income declines. The 
problems began with the 1973-4 OPEC oil price increase and a 
significant income loss. Then came a sudden slowdown in the growth 
of worker productivity. Rising productivity - rising output per 
worker - is the ultimate source of rising real wages. When 
productivity grows slowly, real wages can only grow slowly. The 
income loss from the first oil price shock followed by slow- 
growing productivity meant that real wages did not come back up to 
their 1973 levels tmtil 1979. Then the Iranian revolution and the 
second oil price increase began the cycle all over again. The 
result was more than a decade of moderate wage declines where we 
had become accustomed to rapid wage growth. 
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How could disposable Income per ciplti grnv if wages were 
declining? The first answer involves demographica. In the early 
1970*s, about 402 of the entire U.S. population was in the labor 



force. Today, nearly 502 of the entire U.S. population ia in the 
labor force. This increaaing work effort is the reault of three 
trerds: 



-Women of all ages went to work in large numbers. 

-The large, poatwar baby-boom cohorts came of age 
and began their careers. 

-Compared to earlier generations, these baby- 
boomers married late and had relatively few 
children. 



Not even an economist would argue that these trends were all 
caused by the bad economy. The birth rate, for example, began to 
fall sharply in the early 1960 's when times were still good. But 
the effect of the trends was to permit average living standards to 
keep 'ising despite stagnant wages s Income per capita (i.e. prr 
man, woman, and child) could keep growing even though income per 
worker was modestly declining because a.i increasing proportion of 
the entire population went to work. In thia way, the years after 
1973 were^ really an inversion of the 1950* st then, income per per 
worker wa^ grew by about 302 over the decade but income per capita 
was grew by 152 because e had all the little "capitas" of the 
baby-boom. 

Beyond these demographic adjustments, we have also kept 
consumption atandards rising by goir ^ deeply into debt. Both 
householda and the federal government are carrying far more debt 
today than then did 15 yeara ago. At first glance, theae two kinds 
of debts are quite diffeL«3nt. But they are both devices to keep 
consumption growing in the face of declining wages. In particular, 
the federal budget deficit reflecta the government's willingness 
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to cut taxes without cutting expenditures. This puts more money in 
peoples* pockets - still another way to keep consumption growing - 
but we can do this only because other countries have been willing 



to lend us large m..ount8 of money. 

Through demographic and financial adjustments, then, we have 
kept per capita living standards growing despite stagnant wages. 
But the demograp c adjustments, in particular, do not apply to 
all persons equally. A young single man or women can postpone 
marriage until they feel in a sufficiently strong financial 
position. ^ A young husband-wife family can postpone children in 
the same way. Many older husband-wife families could rely on two 
incomes rather than one to keep consumption growing. Each of these 
choices kept average income per capita income rising over time. 

But not every family had these choices. A family with 
children headed • single woiuan cannot put a second major earner 
into the labor forc^. A husband-wife family displaced by the 
1980-82 recession has to scramble to keep its income from taking a 
significant fall. It is through these familifs that the number of 
poor children has grown. 

Between 1973 and 1984, the number of children in poverty 
increased by 3.5 million or by about one-third. The increase was 
divided equally between children in female headed jnilies and 
ch^.ldren in two. parent families. Had all other thi.iig8 been equal, 
tne poverty rate for children would have risen to about 19Z. But 
the low birth rates among young, middle income workers meant that 
these poor children were an e-^rn greater proportion of all 



2 Such singl* persons are not included in the family income 
distribution but rather in a separate distribution for 
unrelated individuals. 
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children and to the proportion of children In poverty rose to 21Z 
in 1984 (and about 20Z today). 

This it a story, then, of a fairly rough economic period, 
lasting more than a decade During this period, some families with 
children have managed to do all right while others have taken a 
real tuaible. Put in this way, it sotmds like income inequality 
should be growing. Earlier, I said that Census income statistics 
show relatively constant income inequality, but that these 
statistics do not tell the ^ole story. The missing piece of the 
pussle is the incomes of the elderly. Over the past 15 years, the 
country has done a much better Job of taking care of the elderly 
than it used to do. Throughout the 1970 's. Social Security 
benefits were indexed against inflation ^ile most wages weren't. 
In addition, each successive cohort of retirees had a greater 
private pension covereage. 

This led to a rearrangement at the bottom of the income 
distribution. The incomes of many elderly families rose modestly 
^ile the rest of the income sank around them. As a result, many 
elderly moved from the bottom of the distribution to the lower 
middle. Their vacated places at the bottom were taken by female 
headed families and two-parent families hurt by the 1980-82 
recession. In short, income inequality among families with 
children did increase. But in Census statistics (^ich cover all 
families) this inequality is offset by the Improving position of 
the elderly. 

My point in describing these movements is not to pit the old 
against the young. To the contrary, we are all in this together. 
More precisely, we are in a country %^ich, since World War II, has 
assumed that living standards would rise year after year like a 
kind of entitlement. For the last 12 years, rising real wages - 
the basis of this entitlement - have not been present. In the 
resulting scramble for consumption, children have gotten the short 
end of the stick. But unless we put our economic house in order, 
we shall all be feel^*~g the short end of the stick soon enough. 
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Table 1 

The Shape of the Family Income Distribution 
In the Pott World War II Period 



1949 
1959 
1969 
1979 
1984 



l8t 

(poorest) 

5.0Z 
4.9Z 
5.6Z 
5.2Z 
4.7Z 



Share of Total Family Income Going to Each Quint ile 
2nd-4th (combined) 



51. 6Z 
54. OZ 
53. 8Z 
53. 2Z 
52. 4Z 



5th 
(richest) 

42. 7Z 
41. IZ 
40. 6Z 
41. 7Z 
42. 9Z 



Source: U.S. 
Series P-60, 



Bureau of the Census, Current Population Reports, 
no. 151, table 12. 



Table 2 

The Income Growth of Hen passing from age 40 to age 50 
(1984 dollars) 

Hen who were Income Income 10 Change 

40 in at 40 years later (Z) 

1953 $12,863 $19,779 +54Z 

1963 $21,153 $27,288 -¥29% 

1973 $28,414 $24,097 -14Z 

Source: U.S. Bureau of the Census, Current Population Reports, 
Series P-60, various numbers. Incomes adjusted using the Consumer 
Price Index. 



Tables adapted from: Frank Levy, Dollars and Dreams. The Changing 
American Income Distributio n (Russell Sage Foundation /Basic Books, 
1987) 
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Chairman Mill'^h. Thank you. 
Mr Bartlett. 

STATEMENT OF BRUCE R. BARTLETT, SENIOR FELLOW, HERITAGE 
FOUNDATION, WASHINGTON, DC 

Mr. Bartlett. Thank you, Mr. Chairman. 

In my testimony, I tried to look at primarily the question that so 
often appears in the press of whether the middle class is declining 
and whether specifically the growth of a service sector contributes 
to this trend. 

Basically, I see that the growth of che service sector, while a 
major trend in terms of employment, does not necessarily illustrate 
any downward trend in terms of manufacturing output. In particu- 
lar, I think it demonstrates rising wealth in the economy rather 
than any kind of negative trend. 

In my testimony, I point out that growth of the service sector in 
terms of employment is a very long-term trend. It goes back quite a 
long ways and basically began in the 1860's. I point out that serv- 
ices tend to rise as incomes and wealth rise because there seems to 
be a limit to the amount of goods that people can consume as their 
income rises. As Adam Smith noted, the ability to consume food is 
limited by the size of the stomach, and I point out that services as 
a share of total personal consumption expenditures has almost dou- 
bled since 19^0. 

The increase in services is also a function of the j-tock of goods 
that exist, so that, for example, if you buy an auto you have to also 
buy niany years' worth of services to take care of that car. Also, it 
is an indication of increasing specialization in the economy. 

One of the major things you are seeing, is that corporations 
which used to do a number of things in-house that would be consid- 
ered services, such as, for example, data processing, have gotten rid 
of their in-house services and contracted them out of the company, 
so that in the statistics you have had a shift away from manufac- 
turing towards services that is really illusory. Nothing has really 
changed in terms of the work that people are actually doing. 

The trend towards services is an international trend. The growth 
in the service sector in Japan, for example, has been even more 
rapid than in the United States. 

I look at the quality of service jobs, and I think there are no 
broad generalizations about the pay of service jobs. You have to 
break down the numbers and look at some of the specific occupa- 
tions, and it tends to show, according to the Bureau of Labor Statis- 
tics, that the lower paying service jobs are not the ones that are 
growing and, in fact, they are declining to a certain extent. It is 
the higher paying service jobs that are expanding. 

Similarly, in terms of manufacturing, the higher paying manu- 
facturing jobs are somewhat declining and the lower paid ones are 
rising, so that the broad generalization about the higher pay of 
manufacturing jobs versus service jobs isn't necessarily correct. 

In closing, I point out that the share of output in our economy 
from the manufacturing sector has been pretty constant for about 
a generation, which suggests that what is really going on here is 
rising productivity. The people in the manufacturing sector are 
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producing more and more per worker, just as in the agriculture 
sector we have had steadily declining numbers of peopll working 
in agnculturri, and yet cur biggest problem is massive surplus 

conclusion, I just don't really see that the problem of serv- 

Z,'flL'"!?f ^^u™^"'""^"""*^ ^ a negative trend, and I 
don t see that it has any impact on the income distribution. So I 
will just close with that. 
[Prepared statement of Bruce R. Bartlett follows:] 



ERIC 



28 



Prepared Statement of Bruce R Bartlett, Senior Fellow, the Heritage Founda- 
tion, Washington, DC 

fir. Chairaan, in r*cent aonths, a mwber of i#r iters and 
politicians have voiced conCTn about the increasing role of the 
service sector in the U.S. econoay and its role in the alleged 
decline of the aiddle class. The idea is that the aanuf actur ing 
sector is declining, due to unfair coepetition froa abroad, and, 
therefore, the nuaber of traditionally uell-paid jobs in steel plants 
and on auto assembly lines is also declining, to be replaced by 
lower-paid service jobs in fast-food restaurants. This trend is so 
pronounced, it is said, that the very future of the aiddle class is 
in doubt, with the U.S. increasingly being polarized into a two-t ier 
MCiety of rich and poor. 

Although not linkej directly to trade, such arguments fuel 
the pressure for protect ionise to eaintain traditional aanuf actur ing 
jobs in steel, textiles, autos and aany other industries. In fact, 
tlM aoveaent toward services is a long-tera trend which is evidence 
of increasing wealth, not decline. It is a trend which is equally 
evident in other n»tion% as well, including Japan. Roreover, the 
service sector is not aade up solely of low-paid jobs, nor does its 
growth coae at the expense of aanuf actur ing, which is actually doing 
quite well. And finally, there is no evidence at all that the aiddle 
class is declining. 

In teres of jobs, it is certainly true that services have 
been xhe predoainant source of growth in recent years. Eaployaent in 
in aanuf actur I ng fell froa 21 aillion in 1979 to just 19.2 aillion in 
1986, althou^ this is an increase froa the 1982 low of 18.4 aillion 
jobs. Total eaployaent m goods-producing industries — including 
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■ inmg and construction, but excluding agriculture — peaked in 1979 at 
26.5 ■tllton jobs, falling to 24.9 Billion last year. Virtually all 
of the eaployaent growth in the U.S. econoMj, therefore, has been in 
services—a broad category which includes transportation and public 
utilities, uholesale and retail trade, finance, insurance and real 
estate, governaent and a wide variety of other occupations. Eaploy- 
•ent in this category has risen by over 10 Billion jobs just since 
1980, fro« 64.7 Billion to 75.2 Billion in 1986. Thus 75 percent of 
all nonagri cultural uorkers are eaployed in jobs classified as 
service-producing. 

This is part of a long-terB trend in the U.S. econoay which 
dates back at least to the 1860s, when agricultural eeployaent began 
its steep decline. As Table 1 illustrates, eaployaent in agriculture 
fell fro« 60 percent of the labor force in the 1860s to just 6 per- 
cent by the 1960s. Currently, agriculture ^.aploys less than 3 per- 
cent of the labor force, yet our aost serious agricultural problea is 
too Buch production. 

Uhy have services grown so rapidly? The siaple answer is 
that as an econoay grows and eatures there is greater deaand for 
services. As Table 2 illustrates, consuaption of services has 
increased draaatically over tiae, froa 33 percent of total 
consuaption in 1950 to over 52 percent in 1986. 

The reason is three-fold. First, there appears to oe a 
liait on the ability of people to consuae aore goods as their incoae 
rises. As Adaa Saith noted, "The desire of food is liaited in every 
Ban by the narrow capacity of the huaan stoaach." Thus people do not 
typically buy aore and aore food as their incoae rises, but rather 
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l$bXm 1 

ParcMit of U.S. Labor Fore* Eaploy^d by Induntry 



P«-iotf 


Agri culture* 


n«nuf actur i ng** 


SarvicM 


1860-69 


60 


20 


20 


1870-89 


90 


29 


29 


1890-99 


62 


28 


30 


1900-09 


37 


30 


33 


1910-19 


31 


31 


38 


1920-29 


27 


34 


39 


1930-39 


22 


31 


47 


1940-49 


17 


31 


92 


1930-39 


9 


34 


97 


1960-69 


6 


32 


62 



ulncludM FoTMirv Md FisMriM 
MlnclutfM Rininf and Conttniction 

8ourcftS U.S. D«9«*taont of Co — r c>, Burttau of Econoaic Anal||«is, 
IflQl I8t8 EUQ8ii£ ficaitilt IfiAft-lSZft (HMhingtons U.S. BovortiMnt 
Printinf Office, 1973), p, 101. 
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Table 2 

Services as a Share of Personal 
Consuapt i on Expend i tures 



Year Percent 



1 0RA 

JLTDO 




1985 


51.4 


1984 


50.5 


1983 


50.5 


1982 


50.1 


1981 


48.8 


1980 


48.0 


1970 


44.4 


1960 


40.5 


1950 


32.8 


Source* 


Coaaerce Dep ar taent. 



Bureau of Econoaic Analysis 
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cofwuM aor* food in rcstaurints instead of at hiM« 

Secondly, a giv«i stock of goods «n and of tts«lf crcatos a 
dtoand for sorvicos. For exaopl*, the purchase of a car rftquirM 
U««rs of repair s«rvic*. Thus the doaand for services rises with the 
stock of goods. 



of services is that as an econoev becoaes larger and eore coeplex 
there is increasing specialization, with oanuf actur mg fires 
contracting out tasks that were foreerly taken care of in house or 
siaply neglected. Indeed, business services have been one of the 
fastest grouing areas of eeployeent and are projected to be thf 
fastest growing area of eonloyeent growth over the next ten years 
according to the Bureau of Labor Statistics. 



The growth in services would therefore appear to be a trend 



generally applicable to economic developeent, rather than a trend 
unique to the United States. If this is the case, then one would 
expect to see the saae trend in other countries. In fact, one does 
see such a trend. As Table 3 illustrates, eeployeent in services has 
grown sharply in every Western industrialized nation. Indeed, the 
increase in service jobs in Japan was over three tiaes greater than 
the increase in the U.S. between 1965 and 1980. 



A third, and increasingly loportant, reason for the growth 
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Table 3 




EBployaent in Services 


as a Share of 


the Labor Force 


Country 


1965 


1980 


Spain 


32 


46 


Ireland 


41 


48 




34 


48 


New Zealand 


51 


56 


United Kingdoa 


50 


59 


BelgiuB 


48 


61 


Austr 1 a 


36 


50 


Netherlands 


50 


63 


France 


43 


56 


Japan 


42 


55 


Finland 


41 


53 


West Gersany 


42 


50 


Denmark 


49 


61 


Austral 1 a 


52 


61 


Sweden 


46 


62 


Canada 


57 


65 


Nom ay 


48 


62 


Switzerland 


41 


55 


United States 


60 


66 


Weighted Average 


48 


58 


Source: World Bank and 


International 


Labour Office 
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iy^lliy si Sftvlcf Jobs 

On the surface, it appears that the groyth of service jobs 
and the decl.ne of aanufactur ing jobs should have a depressing effect 
on incoMS. In 1986, earnings in aanufactur ing averaged $396.01 per 
ueek coapared to $265.20 per week in services. Thus, to the extent 
that lower-paid set *v tee jobs "replace" higher-paid aanufactur ing 
jobs, one uould expect people to have acre difficulty aaintaining a 
aiddle class standard of living. A recent report coaaissioned by the 
Deaocratic aeabers of Congress's Joint Econoaic Coaaittee recently 
gave yide publicity to this argument. According to the JEC study, 6 
out of 10 ney joos created during the current recovery pay less than 
$7,000 per year. 

Broad generalizations about aanufactur ing versus services, 
however, aask laportant distinctions about the quality of such jobs. 
Roreover, the relationship between earnings and incoaes is f^ weaker 
than one wou^d laagine. Exaainmg these issues in aore detail gives 
a auch different picture of the econoaic iapact of services. 

For one thing, services include not only such traditionally 
low-paid jobs as thos^ m retail trade, but also aany of the highest 
paid jobs available, such as those in law, coaputers, advertising and 
aedicine. In addition, the relatively higher-paying service jobs are 
those that are expanding aost rapidly, while lower-paid unskilled 
jobs are contracting. Thus it turns out that the contraction of 
relatively higher-paid aanuf actur ing jobs has been aatched by an 
equal decline in low-paid unskilled jobs, thus leaving the aiddle 
class's relative position unchanged. 

It IS also laportant to note that service W'Vges are strongly 
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influenced by th* high proportion of part-tiae jobs in this area. 
SoM 20 percent of service jobs are part-tiae, coapared to less than 
5 percent in aanuf acturing. Part-tiae jobs, in turn, generally pay 
less than equivalent full-tiae jobs in the saae business. Thus the 
existence of a large nuaber of part-ttsers autoaat ically pulls doun 
the average level of wages. The proliferation of part-tiae jobs, in 
turn, is not a cause for concern because aost people who work 
part-ttae do so out of choice, because it suits their schedules and 
life-style. Bothers, for exaaple, tend to prefer part-tiae to 
full'tiM jobs because it allows thea aore flexibility in balancing a 
job with child care. If part-tiae eaployserit were not available to 
tKes€ wcMen, aany would not be able to work ct al'i. 



distinguish between part-tiae and full-tiM eaployaent. Roreover, it 
was highly selective in its choice of base years for coaparison, took 
no account of cyclical factors in its analysis, and used the wrong 
inflation index to deflate the data. When one adjusts the nuabers 
for these factors, the conclusion is no longer supported. In fact, 
it turns out that when the Bureau of Labor Statistics reviewed the 
data used in the JEC study it was discovered that the authors, Barry 
Bluestone and Bennett Harrison, had completely misrepresented the 
actual trend, which shows a declining nuaber of low-paid jobs and a 
rising nuaber of higher-paid jobs. The recoaputed data is shown in 
Table 4. As on<» can see, changing the base years used for 
coaparison gives a completely different picture of the trend and 
substituting the personal consuaption expenditure (PCE) deflator for 
the CPI in the calculations coapletely reverses the trend. 



Indeed, it turns out that the JEC study failed to 
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Table 4 

Recoaputation of JEC Data on H^* New Jobs 



Low-Pay niddle High-Pay 



Original JEC study; *^ 
1979-198^ 58.0 47.5 -5.5 



BLS recoaputat I rn 
using JEC aethodoiogy; 

1976- 1980 

1977- 1981 

1980- 1985 

1981- 1985 

1982- 1985 



8LS rec oaput at ioi 
using PCE deflator: 
1981-1985 -16.5 47.1 60.4 



- Source: Bureau of Labor Statistics, reported in Utrr^n Brookes, 
**Sorry, Wrong Nuabers on Jobs and Poverty," Uashmgtgn Ti§es < April 
20, t987>. 



33.4 66.1 0.5 

41.4 68.1 -9.5 

25.4 31.2 43.4 

7.2 46.2 46.6 

8.3 33.1 58.6 
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It should almo b« noted that our data on services is such 
less accurate than our data for eanuf actur ing. The questional res 
upon uhich the data are based are still basically designed for 
■anufacturing firas and do not sake critical distinctions between, 
for exaaple, the differences in the nature of supervisors and 
proAiction eaployees in services and eanuf acturing. noreover, 
despite the j^-owth in the services as a share of the econoay, only a 
third of the ffras surveyed for wage at,d hour data are service fires. 

Another aisperception is that service industries have low 
proAjctivity and low capital intensity, contributing to the low 
quality of their Jobs. In fact, the service sector is highly capital 
intensive and the productivity growth of service workers coapares 
well to aanuf acturing workers, although the overall level of 
proAictivity resains lower in the service sector than the 
manufacturing sector. Ho«»*ver, euch of this say b explained by the 
difficulty of measuring productivity in the service sector. It is 
relatively easy to eeasure output in aanuf acturing, since one aerely 
has to count the nuabers of units produced c«>opared to l^bor inputs. 
This is auch harder in services, where the product is auch less 
tangible. There is, for exaaple, no known way to aeasure 
productivity in governaent, a aajor area of service eaployaent. 

Finally, one shouldn't fail to aentjon that an eaployaent 
s^.tt *way froa aanuf actur ing toward services will undoubtedly 
iaprove the quality c life for aost people. Being able to work in 
an air-conditirned office would generally be considered an 
laproveaer.t over physical labor on an assembly line. Although this 
^ seldoa aentioned as a point in favor of services, it is not one 
that should be ignored. 

6i!»£Kiycl!U BwiPf lisilibu 

Virtually all discussion of the "decl'ne** of the 
aanuf acturing sector concentrates on eaployaent. The reason for this 
is that if one looks at output one cannot find any evidence that the 
aanuf acturing sector is declining. The fact is that aanuf actur ing as 
a share of 6MP has held steady for decade'i, as Table 5 deaonstrates. 
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Table 5 
Real nanufacturing Output 
as a Share of Real GNP 



Year 


Pvixent 




1985 


21.7 


1984 


21.4 


1983 




1982 


20.1 


1981 


20.8 


1980 


20.9 


1970 


21.0 


I960 


20.4 


1950 


21.4 



Sources Departaent of 
CoMerce, Bureau of Econoeic 
Analysis 
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Uh9i hM b—n happening is that rising productivity in the 
■anuf acturing sector has al loved aore goods to be produced by fever 
people, just as rising productivity al loved agricultural eaployoent 
to f alT froa 60 percent of the labor force in 1860 to about one- 
tuentieth that nuaber today. 

In fact, contrary to popular perception, the level of U.S. 
aanuf acturing productivity is the highest in the vorld, although the 
grouth in proifcjctivity has lagged behind other countries in recent 
years. However, this is partially just a function of aeasuring 
techniques. If the U.S. productivity level vas at 100 and Japanese 
proAjctivity vas at 50 and each country increased productivity by two 
percentage points, then U.S. productivity would have grown two 
percent vhtle Japanese productivity vould have risen four percent. 
Since Jap^Ji su^fe/ed ronslderable destruction in Vorld War II vhile 
the U.S. vas e*rentially undaaaged, Japan started froa a ouch lower 
level of productivity. Thus Japan's aaazing productivity grovth 
r42tes can largely be explained by "catching-up." Yet despite Japan's 
double-digit grovth rates, its overall level uf productivity reaains 
below the U.S., vith Japanese Manufacturing worlcers producing about 
93 percent of Aaeriran woHiers, as Table 6 indicates. 

The table also indicates that although U.S. productivity 
growth lagged behind our oajor trading partr*ers for aost nf the 1960s 
a».^ 1970s, since 1980 our productivity growth rate in aaruf actur ing 
coapares veil vith our coapetitors — again contrary to popular 
perception. Indeed, aany reports arc indicating nev on of grovth 
in aanuf acturing in coaing y> 



40 



Table 6 

erovth in Hjnuf acturmg Producti vitg, Selectftd Countries 
(Output per Hour, Percent Change, Annual Rate) 



Country 1960-73 1973-80 1980-84 1982-84 Productivity Levela 



U.S. 3.2 1.2 4.0 5.8 100.0 

Canada 4.7 1.6 2.4 5.2 83.7 

Japan 10.5 7.0 6 8 7.3 93.3 

France 6.5 4.6 4.7 4.6 81.3 

Geraany 5.9 3.8 3.1 4.7 90.4 

Italy 7.3 3.7 3.5 ^.4 84.1 

U.K. 4.3 1.0 5.3 5.3 59.3 



al984 

Source: Holly HcUsic, "U.S. Hanuf actur mg: Any Cause for Alara?** Neif 
iOflliOll i£9QQ9l£ Bft^xeu, Federal Reserve Bank of Boston, 
January/February 1987, p. 10. 
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A nuBlMr of recent studies have exaeined the question of 
uheiher Xhm aiddle class is declining and concluded that the aiddle 
class is alivti and uell. This fact is conf irMd by a siaple 
exaaination of the distribution of incoae in the U.S., as shown in 
Figure l. As one can see, the distribution of incoae is extreaely 
stable, uttii no evidence that any class is gaining on any other. 
Studies uhich purport to show otherwise rely alaost exclusively on 
ifags data, rather than incoae data. Yet there is such less of a 
relationship between wage rates and faaily incoae than one would 
laagine, due largely to changing faaily size and the p^-ol iferation of 
two-earner faailies. Thus, even if one w^re to accept the idea that 
low-wage jobs were replacing high-wage jobs, it wouldn't necessarily 
prove that Vie nuaber of faailies with aiddle-class incoaes would 
also decline. 

It IS also important to reaeaber that however one defines 
-upper,- -aiddle'' and -lower- class that these teres do not 
necessarily include the saae people over tiae. The fact is that 
t^oughout peoples' lives they aay aove up and down froa one class to 
another, and certainly over m period of generations a any faailies 
that aay have been in the upper class will fall to the lower and 
aiddle classes, while aany in the lov«r class will aove up to the 
aiddle and upper classes. Sons and daughters of aanual laborers aay 
becoae doctors and lawyers, while sons and daughters of the wealthy 
aay squander their inheritance and aake nothing of theaselves. 

In any case, there is no evidence that the broadly-def ined 
aiddle class in the U.S. is declining. 
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Figu.e 1 

DistnbLtion of Income in the U.S. 



LEGEND 

Lowest 5th 

Second 5th 

Middle 5th 

Fourth 5th 

Highest 5th 



60 64 66 68 70 72 7^- 76 78 80 82 84 
6 1 63 63 67 69 7 1 73 7 5 77 79 81 83 
Yeor 

Source: Census Bureau 
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Cone lus ion 

TKe growth of the service sector is a natural develcpoent in 
the U.S. economi yhich largely indicates rising uealth, not decline. 
In any case, it is not leading to a der^me in the aanuf actur ing 
sector or the aiddle class. Those wno sake such arguments do so 
because they hope to Justify protect i on isa for declining industries 
like steel, t#hose woes are sore attributable to exorbitant union 
wages than to foreign competition. Unfortunately, the data siaply 
doe» not support their thesiF. 
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Chairiraix Miller. Thank you. 
Ms. Schc^n. 

STATEMENT OF CATHY SCHOEN. RESEARCH ECONOMIST. REPRE- 
SENTING SERVICE EIV.PLOYEES INTERNATIONAL UNION, WASH- 
INGTON, DC 

Ms. ScHOEN. Thank you. 

As you noted, I am Cathy Schoen, research economist for Service 
Employees International Union, and I want to thank the chairman 
for holding these hearings on behalf of our president, John J. 
Sweeney, and our 350,000 members. 

Service Employi'es is a service sector union. Our members are in 
offices, hospitals, nursing homes, building services, and many of 
those- contracted out jobs Mr. Bartlett mentioned. In fact, nearly 
roughly three out of four of all workers work in this broad array of 
industries called services. 

As you noted and as the two other panelists noted, for decades 
this transition meant prosperity, and all of this ground to a halt in 
1973 or thereabouts in the early 1970's. I want to talk about what 
has changed in job policies that has brought about what we see as 
a decline in income, as a decline in the middle class, an increase in 
poverty, and a basic inability for families to sunrive; and I will 
come back with a few details on that later. 

One basic fact, before I go into what has actually changed, is that 
the work force itself has changed dramatically. The massive entry 
of women into the work force means that, today, women are nearly 
half the work force and they will be more than the half in 3990. So 
wl*en we are talking about economic standards we are also talking 
about our basic ability to produce and nurture the next generation, 
our ability to care for aging parents and relatives, all depending on 
job policies now, because we have a new work force out there, and 
we really feel that we need new public action to help this work 
force as well. 

Up until 1973, we had prosperity with the transition to services, 
and what changed was a world economy which confronted corpora- 
tions with basically two choices: they could either compete by pro- 
ducing products better by investing in their work force, or they 
could choose to try and get short-term profits by cheapening their 
work force. 

If you talk to basically any worker, if you watch the news today, 
you can see which course was taken. But I would like to outline 
what we see as four basic trends that are out there right now work- 
ing on jobs that produced the decline in real pay that Frank men- 
tioned. 

First is something we have termed as pushing people toward the 
margins of the work force. These are your part-time, your tempo- 
rary, your contract workers. These are jobs that often pay less per 
hour, very rarely have any benefits, and have no future. An esti- 
mated at least one out of four workers is now at the fringe of the 
work force in one of these three categories. 

I have included some examples from our own experience in my 
testimony. A recent Wall Street Journal article noted that this 
started at the bottom and is now spreading to the top of all jobs. 
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iiarge firms estimate by 1990, 15 percent of all their workers will 
be working under contract nther than inside. These jobs often 
have no benefits and they have no future. 

The second basic trend is a concession bargaining trend which 
produced wage freezes, wage cuts, cuts in benefits; it has also pro- 
duced a new phenomenon called two-tiered wages where new hires 
work side by side with people earning less even though they are 
doing exactlv the same work. Even in union contracts, roughly 10 
percent of all workers are on a second tier. Large profitable corpo- 
rations are now instituting two tiers. This is not just a financial 
distress phenomenon. 

The third basic trend is abolition of higher wage jobs altogether 
by moving them offshore or overseas. We have lost roughly two 
million manufacturing jobs this way, and this is even after four 
and a half years of recovery. The Department of Labor is now re- 
vising its outward estimates because manufacturing hasn't recov- 
ered. 

The fourth is perhaps a more subtle trend. We have lowered the 
floor under all wages. The minimum wage, by not increasing, has 
actually declined in value 27 percent. So now two full-time workers 
with two children earn barely above the poverty level by working 
all year round. In fact, low wage families on welfare can't go to 
work because after taxes they don't earn enough to pay for child 
care. 

As mentioned at the outset by the chairman, these job policies 
have resulted in declining living standards. Not only is the average 
income down for families— and I am talking about working families 
here— income in equality means the bulk has moved down as well. 
So the average doesn't tell the full story: more people at the 
bottom, the middle ha3 shrunk. 

But, beyond that, these are only income statistics. If you start 
looking at what lias happened to benefits, the story is even worse. 
For example, in health insurance, the number of people who are 
totally uninsured, has increased by 50 percent since the late 1970's. 
We now have 35 to 37 million uninsured people. This is 17 percent 
of the work force under 65, and most of these people, recent sur- 
veys show, are workers; they are full-time, year-round workers 
with children. So we are not talking about even a fringe or unem- 
ployed work group. These are working people without any health 
insurance. 

People have been left partially unprotected or largely unprotect- 
ed because the shift in jobs towards the service economy has also 
been a shift towards a nonunionized work force. So there is no op- 
position or no organized strength to oppose this, and all trends in- 
dicate more to come. In fact, if you look at job growth by total 
numbers of people, the largest growing }ohs are low wage joM. Per- 
centages are higher in the high wage jobs, but the numbers are 
higher in Uie low wage jobs. 

As the chairman noted, families are working harder to try to 
keep even. If women hadn't gone to work, the decline would even 
be greater. Women working is now the norm; our mothers, our 
daughters, are working. This means no one is at home to take care 
of the children, to take care of aging parents. Yet corporate policies 
for leave and family care haven't changed. 
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In contrast, I just want to note— and there are details of this in 
my testimony —there has been an image that this is a small busi- 
ness phenomenon in some way. At the same time as we have seen 
declining standards in our growth and large service corporations, 
Fortune 500 service corporations now rival the Fortune 500 indus- 
trials. In fact, they keep hopping off each other's list. Yet even the 
giants' pay policies are going down. So rather than us all rising to 
a manufacturing standard, we are coming down. 

I want to close with asking you all and other committees, as we 
have been doing a series of meetings around the Kill, with a call 
for public action. This is bad for the economy as well as families. 
People need money in order to buy what we produce. We need an 
investment in the work force. This is our most valuable resource in 
o'-der to compete in the world economy, and as first minimal 
steps — and I stress "minimal" — we need some new ground rules 
out there. We need enactment of a national parental and depend- 
ent care standard. We need increased funding for decent child care. 
We need an increase in the minimum wage. We need enactment in 
pay equity for the Federal Government so that it is a model with- 
out pay discrimination against women workers. Finally, for the 
first time, we need to guarantee that every person working for a 
living is guaranteed at least basic health insurance coverage. 

I have included some recent newspaper clippings and a longer 
report, a recent report from Service Employees, as well as a public 
opinion poll showing widespread support for new public action, and 
I ask that these be put into the record along with my testimony. 

Thank you. 

Chairman Miller. If there is no objection, that will be done. 
[Prepared statement and documents of Cathy Schoen follow:] 
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Prepared Statement of Cathy Schoen, Research Economist, Representing 
Service Employees International Union, Washington. DC 



1 am Cathy Schoen. Research Economist representing Service Employees 
International Union On behalf of SEIU*s 850,000 members. I applaud the Committee 
and Chairman Miller for holding hearings to investigate what is happening to families 
as the economy moves further down the road to a service economy. 



SEIU represents the women and men working in hospitals, nursing homes, 
offices, building services, real estate, public utilities, government agencies and a long 
list of other industries — all part of the growing service economy. 

Today nearly 3 tut of 4 women and men work in this broad array of industries 
that Census calls "services". (Manufacturing employed only 19% of all wage earners 
by 1986 - down from 30% in 1950) 

As you have heard earlier this morning, for decadjs the steady growth in the 
service economy and the transformation of U.S. industry jobs produced rising living 
standards and increased leisure time. 

From 1947 to 1973. average family income doubled. 

Today despite more people working for wages than ever before and four and 
one half years of recovery from recession, average income is down, and family 
income distribution is more unequal fewer families make it to the middle class and 
more are at the bottom and top. 

At the same time, families have stretched themselves to try and hold on 

By the end of 1986, the proportion of people working for wages stood at an all 
time high. 

Today two paychecks are necessary to support a family. Mothers of even young 
children expect and are expected to work. 

Out of necessity, our workforce is already nearly half women - most in their 
childbearing years. 

And by the 1990s, women will be the majority of all wage earners. 

Now, perhaps more than ever befo>'e in U.S. history, our families need wage, 
benefit, leave time and other job policies that are supportive of families. 

More IS at stake than economic living standards alone 



WORK AND FAMILY IN CONFLICT 



New Job Policies Erode Family Living Standards 
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Our ability to produce and nurture the next generation our ability to care 
for our aging parents and relatives now depend critically on workplace policies that 
support the new workforce. 

Yet, SEIU members and wage earners throughout service and manufacturing jobs 
find new job policies are working against families. 



As a result, having a job no longer means an ability to have or support a 
family - and no longer offers the key to middle class status 

On jehalf of SEIU members and all families that depend on wages for a living, 
we are here today to urge new public action to re-direct U.S. job policies 

We need a new set of ground rules. 

THe health of our families and the US economy depends on our ability to 
reward, not waste, our people at work 



Service Economy Initially Meant Hiflher T iving Sfanrtards 



As we stated at the outset, for decades the U.S. transition to a world of vvork 
dominated by service industry jobs produced rising standards of living 

A largely unionized manufacturing workforce set job standards and goals 

New unions in service industries and even non-union employers looked to close 
the wage, benefit and hours gaps by catching up 

Jobs meant opportunity, an ability to support a family and economic security. 

Although the mix of jobs was changing throughout the economy, job standards 
were rising across industries. 

Public policy implicitly relied on collectively bargained contracts to set the pace 
and tie rising living standards to industrial evolution 

Today we are concerned not so much about the iob mix as new job •)olicies 
that seek to undermine all jobs supporting people tha! must work for a living 



Changing World of Work. Job Policies Break L.nk Between Having a Job and Decent 
Standard of Living 



Competitive pressures from the world economy coupled with the ability U.S 
corporations to choose production sites around the world changed the economic 
environment since the mid-1970s 

US corporations faced two very different choices in a new, more integrated 
world economy 
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o Improve product quality and productivity by investing in workTorce training 
and skills and innovation, while looking to public policy to manage trade 
relations; 

o Seek short term profits and shelter by turning back the clock on U.S. job 
standards - cheapening the workforce rather than making products better 



Any worker and repeated media stories can tell you which path we\e been on 
since the early 1970s. 



Four Maior Trerds Eroding J ob Standards 

Four brojd job trends have emerged as part of the new 'lower workforce 
standards* strategy. 



1. More People Forced to the "Margins" of the Workforce. Starting initially 
at the bottom of job hierarchies and now spreading upwards, new job policies 
have created a marginal workforce of part-time, temporary and contract workers 
with lower wages, few or no benefits and no job future. 

Taken together. 1 out of 4 wnrfc»r« n ow fiti thlt otggorv. 

o Part time workers accounted for nearly 1 out of 5 (19%) of all 
employed people by 1986. And average hours for part-timers are declining. 

o Temporary agencies jobs were up to 786,900 by 1986 - nearly double 
the count in 1982. And these job counts fail t^ ude the estimated 
230,000 temporary federal jobs or hundreds of thousands other temporary 
positions working directly with state, local or private employers. 

" In Los Angeles County, for example, SEIU Local 660 has fought a 
losing battle to win benefits for the 10,000 plus temporary employees 
- 1 out of 6 County jobs. The average tenure is 4 to 5 years; some 
have been "temporary" for 25 years. 

o CoDtractlDg for Work. Officially another 1.7 million people work for 
contractors to clean guard and perform other contract services for 
business Another estimated additional 1 million "self-employed" are 
individual contractors 

Now the trend has reached corporate headquarters 
The Wall Street Journal ran a headline article releasing data that 
large companies expected to increased contract j^ork from 5% in 1983 
to 15% of their workforce by 1990. (May 4, 1987). 

2. Concession Bargaining or Reduced Pay by Flat. Across the board 
reductions in pay and benefits have produced a new two-tiered wage structure 
Au estimated 10% of union contracts now have a second tier - no estimate 
exists for non-union. Newly hired workers face wage and benefit scales as 
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much as 30 • 35% lower. 

Initially tiers tended to be a response to financial distress. Last 
year Kaiser Permanente, a $4.1 billion health maintenance 
organization, demanded a second tier of SEIU members in Northern 
California despite record profits and industry dominance. It took a 7 
week strike to cut the tier i half to 15%. 

3. Aboltihlng Jobi altogether by thlpplog them overseai or off ihore. Over 2 
million higher wage manufacturing jobs ha-e been lost since 1979 - even after 
"rscovery". 

4. Reduction of tb,; Value of the Minimum Wage. By failing to raise the 
minimum wage with the cost of living, the floor underneath wages has dropped 
by 27% in the 1980s. 

The 6.5 million women and men workinji at the minimum wcge fail to earn 
enough after taxes for child care The low floor today is a barrier to 
helping impoverished familic: with children find jobs. 

Full time work at the minimum wage today lea' es a family of two or more 
in poverty. Even two full time workers woul' x at poverty's edge with 2 
children. 



Job Policit Undermin e Family Livint Standards. 

The changes at work have produced pervasive and frightening .'lines in 
today's families' ability to achieve a decent standard of living by working. 

lagQine Down - Shrinking Middle Clan 

Median family income has declined and stagnated since 1973. By 1986 the 
average stood 6% below levels reached 13 years earlier. A dramatic reversal of our 
histo»'y. 

And the "average" hides a ^iiW greater decline for the bulk of families 

The proportion of families earning less than $15,000 aM more than $50,000 hav 
both grown since 1973 

This means the middle class is shrinking. The proportion of families earning 
$15,000 to $50,000 has declined from 63% to 58%. 

Loif of Bi«lc Benefits 

Even ^hese income standards understate the decline 
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Along with declining pay, jobs are losing basic benefits such as health 
insurance Part-time, temporary, contract, and even major service industry 
corporations fail to provide even basic health benefits. 

o By 19S6, 37 million peop!; under age 65 had no health insurance - 17% of 
the under 65 population. 

o The vast majority - 75 to 80% - were workers or their dependents. 



The number of uninsured has increased 50% since the late 1970s a 
frightening reversal of the U.S. historic reliance on jobs to provide health coverage 
for the employed. 



FanillM Working Harder to Trv to Hold On 

To fight against reduced living standards, fami!^<;s are working harder. 

The dramatic entry of women into the wage workforce has been the one trend 
countering j^o policies seeking to lower living standards. 

In fact, if women had not entered the workforce in record numbers during the 
1970s, family income would be down 18 percent today compared to a decade earlier. 

Declining income makes two paychecks a necessity. Single earner families' 
average nnnual earnings are at or below income standards necessity for "low" income 
life styles. 

Child care and time to care for elderly parents has become a new work place 
necessity. No on is left at home to care for children or aging adults. 

o Half of women with infants under 1 year now work. 

c In 10 years, demographers forecast that 3/4 of all children will have wage 
earning mothers. 



Yet, even working harder isn't holding the Hne for the younger generation. 
Given curent trends young men and women can expect to ea*n 25% less throughout 
their lifetimes than the previous generation. 

Growth of N>w Srvlgo Indmtrv Cornornto flinntg 

In stark contrast to declining job standards, the 1970s and '80s have produced 
new service industry corporate giants 

Fortune magazine POw tracks the Service 500 along with the Industrial 500 - 
the largest U.S. based corporations. 
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These giants rival one another in size, w **h and profits 
To give just a few examples: 

o Beverly Enterprises, a nursmg home chain, now employs as many people as 



o McDonalds now pulls in almost as much in sales as Bethlehem Steel ($4 1 
billion compared to $4 3 billion). 

o Hospital Corporation of American employs more people and generates more 
revenue than General Mills. 



Often these giants retain an image of "smalP employer in local economies due 
to multiple worksites. 

But in fact only their continued low pay and benefit policies fit the popular 
mythology equating services with small employers. 



Too often taxpayers indirectly subsidize some of the nation's largest employers. 
Low pay policies results in public assistance to workers who make so little they 
cannot pay for bare necessities. 

Ano now instead of service job policies rising to meet higher standards, all jobs 
are coining down. 

Ntw Job Sf ndardi Eiteptlal 

New job standards are essential to give private and public employers a new set 
of ground rules for the new workforce. 

The issue is not one type of job or another; or one industry versus another. 

As in the 1930s, the "attack jobs* strategy - all jobs - is crippling U.S 
economic growth . «ell as families 

Our highly educated, skilled workforce with a commitment to work is our most 
valuable resource in a more integrated world economy with rapid technological 
change. 

A new commitment to training and investment in the workforce not pushing 
people to the fringe of work is the key to our future 

And families must have the ability to buy what the economy can produce for 
the economy to grow. Consumer credit is already : t an all time high, and savings 
at a low. 

Fifty years ago and more the widespread failure of private policies to put the 
economy to work f\ r its people brought a new set of standards 

Today, we need renewed public action fo' families 



Chrysler. 
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As first mlBlmal steps we urge the following 

o Enactment of national parental and dependant care workleave standards. 

o Increase funding for and development of decent child care services. 

o An increase in the minimum wage to provide at least survival pay. 

o Enactment of pay equity to make the federal government a model for all 
employers 

o And, for the first time, passing legislation to guarantee that anyone wording 
will be insured for basic health care services. 

In sum, we need to put job policies on the side of families and to meet the 
needs of the new workforce. 

We have attached a recent SEIU pamphlet and news articles to provide further 
detail. We ask that these be entered into the record along with our testimony. 

Thank you. 



ERIC 
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"Reprinted From the April 20, 1987 Issue of BUSINESS WEEK by Special 
Permission. © 1987 by McGraw-Hill. Inc " 

Even Business Week , the Wall Stre^ Journal and NBC Nightly News 
cite evidence of a declining 11\ standard 



Business Week, April 20, 1987 
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THE SMNMRD OF UVING IS SUPPING 



Adjusted for inflation, paychecks are declining for many people 
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Why We're 
Running Harder But 
Losing Ground 
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Growing Small 

As Big Finns Continue 
To Trim Their Staffs, 
2-Tier Setup Emerges 

'Outside* Work Force Does 
Many Former Inside Jobs, 
Without All the Benefits 

A Requiein for PitcmaHsm 
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I drat of public arraira at 0««i»O)niiac PI 
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Growing Small: Two-Tier Work Force Is Emerging 
At Many Firms, With the Use of Outside Contractors 



Comtamrd From Fvtt Fape 

berglaf Corp to IbMc 

But tfep Ityofb Md etjiy rfUnmnu of 
ihr put (r« yean ktvc amOt u mum 
tkat many oonvMlM caa t kcfp ikr cfln- 
nMi icat J«i to at pM year, Ownm- < 
CMiyni haa radvnd MS eoeiB ^ W% aad. 
teyariM^^ii^aiwM.fcaawdM^waiyg- 
aur by 31% Oat oal of flvr cmpiqpm ta 
Ha uwititof baaiaaaci kaa ban Iff id. 

Bm tte eompa^r to ariiV RMR iMipa- 
rary aad ooatract voitm 

Baployeea «*o keep ibHrJote. arc b^ 
csmirv awan of ikr cfeaafr to tbrtr 
ftataa. aad dwy tear for ckr Man. CMii- 
paaica 'doalUttakoatpnpleaayiMre,'' 
aya a nwfpf at MaiM TMakd lac 
Tbry taft about teai cawt " Say* a Ml 
A Howril Go maaafer "Wt ic Unlua oa 
a alM«L" 

Ottm flbarrre tftat pratactivlty to. af- 
ter an. tbp aam of ibr gjmt theae 4ayi. 
WlMa yoi aar outHden. yoa dni worry 
that iiMdi about toyaly. ByaMkhaetD 
kOtT. tlvdmctororbaanaa-raNitccfla- 
hMi« for IfiMl * WUrwy -Yoa worry 
about bndffU aad iMtof Ike job doar ' 
TV coaBtc's toiicai ua pw il toa a bare 
already atoMied creattoff Joht. mn aav 
oa. labor spedaJtota say, Ike giwik will 
came at mmU i w apaa li i Mf ni yaai M . 
of cam. ■Ill M tke givaik-artdi ca*. 
Tbe eaftoaerlai badfCt of Gcacral MoMi 
Oorp f CkrrroM dMtoOD. for cianple, to 
laner ifcu the aakf of an bat W of tke 
eouBtry s laiieai compaalca. Tke badgded 
aioaey to tocfeaala(ty bfkW'f'^ flnoa( 



Noilikcly. 

touay TkeeroaloB of morale aad loyalty 
ttat "9 hc af poople wiA 



tkaa to a toagle canaaay. 
Me'a Mr Gb^erf *Tkey1l leave If dKy 
doat flad Ike wort totcftattac," be aaya 
"They arcalfDliilebaacaroaadaadaa' 
MNe tkeyH fet toaf-tenn payoA " 



I Mgk aad coAJy tara- 



MDer to pleaatd that be bM beea able 10 
i«dM» aaaaal taraorcr to »% Uadl re^ 
cMily, 11 baa to 



wUHai 10 toib Ipr pfcacr paalorca. "We 
bntaaca a t w ai ea doa a h wreMP to Ike 
•jaaben of lavditoi aad icaumei frwn 
people we haow are effective, aad IKf 
■odd be a Mow 10 Ibctr orfaaliattoaa If 
Ikcy leaie,' aayi mat k MTMaacya Mr. 
Adkr 

Maay auaasera are kceplai aa Aarp 
aa eye CB Ikdr reaaam aa Ikey are oa Ike 
wort ibcy acteaily naaafe "Miaacera 
anal fotof to waat le wort to fraupa 
' ikcy caat r 



ffitg*— »r Havea 

WHh cato-todaauy worfc, Modrra Ka|t- 
nrortof Service Co , to Warm, Mtch., hu 
trtpM Ki aka 10 SW mUUoa aad Ma can- 
aeertaf staff 10 XJM people over the pan 
two yean. ladrcd. Ralph L Miller, the 
preatdeat, Mca Ike day aol IOC off whea 
flrma Uke hto will row to the rxlnt thai 
ihey tbemarive a wtU coatract mach wort 
out to otbeti 

THe aute of Wtocoaato has aU bat abaa- 
doned the eftort to attract Mf -compaay 
branch piaato that made Wtornaaia the 
' ShMtof Star of the Snow Ben to the 
ifTaa The whole braach-plaat phcaoaw- 
aon to drylat op,' says RaadaO Wade, a 
rraearcb dhector A Wtocoaato i depart- ' 
meat of developwwat The stale aow to 



with tralolflc aad dr u lopmeat seadaart. 
manafrmett aad tecMcal aaMaace, and 
vevtare-captial ftaanctac 

To help the seefcen of temporary wott 
newservtccsare*>nnfor|aata(d KRCoa- 
wHantsResourc la Ratherfoid, N J . Matt 
Ijm emotlvca eafer to take temporary 
job* Headqaanen Coa to New Tort of 
im a fXtt moaih packafp of lelephoae, 
telex lyptof ^ lecreurtal awvicea tar 



At Ml compaalei. the survivors aeem to 
be worttar barder to keep their Joba 
Fesr it a mouvator lays Kaaieen 
ChnstfTSfli Ibe dlrrctor of the aatloaal 
project oa bome-based wort at Qty Uai 
veraity of New York If yoo re oa track 
you re fotnc to do everytbinK yoi can to 
May on it Cofttrctors are worfciar 
hanfer to keep their coatractt They real 
ite therp are three other ifractes that 
wouM tove the job says William HUMI 
tof> the manafrr of cocpo ratf commiatra 
tioM at Owena-Co""** •bo wpervtses 
ouutdm vorfcinf on emptoyre-fommujii 
ratlona projecs 

Some If rtmWe hrcause tkey hope lo 
l»ff omf in«df r» I *anl a full nme Job 
uys a free-linre •nter who has been 
wortmf nictiu »ui wefkendi at tme'^tAi 




Mr fflradLtheau- 
■ PuacWe**Iali. 



Ihorof -PackYaarOwal 
beadvtocseai . 
hcadbiMera. stay Rwrlwtable. aad ^ 



mutt to keep taobtof over thetr afcaul- 
tei*. " I toO people 10 ttoab of tMa place as 



■nailer the pay, at almost any levri in 
tkecooifany ' I work Juat as bard as they 
do for a Udrd of the salary' aaysthefrre- 
toaee writer, who to worktof fall time in 
Ike aame ofBee ddnf the same type of 
work aa aalariad staffers. 
Lwaf BaMtta 

To oulafden who tbcnaelves once en 
Joyed laaMe siatua. the adJuatmeM is 
daBy palafol Ma. Chrtotcaaen cites Ike 
caae of aa taaarance-cofapaay profrm 
BKr who had jaraed IS JM a year t» sal- 
ary hat then was forced to accept leas thaa 
fT JM aa a coatractor for her former em- 
phiyer Aad she bat all her company paid 
b eae Ma . Ma. Chrtotcaaea forecaatt a lys- 
Icai arHh M b eaeflia . ao employer ooiRrl 
badoaa 10 fodal iecartty aad ao Job trata- 
H 

Whirlpool carp, oacc tratoed all Its c»- 
ftoeers but believes tt can ao taacer afford 
10 trato them tar U to M momha Saonel 
J Pearm. staff vice presMeat for ad- 
vaaccd develoiMeat. saya the compaay to 
tiaatac over about ib% of Kb eagliiaeTlac 
wort to ouitode cjatncton. aad tt pU» to 
tocreaae the rale to >% by tM 

ImaH coatractors stay eompetttive ia 
pan by bccptaiK bcaetH costs down We 
doat ofler p tai ieai at afl. aaysGus(>er 
dkakto. Ike pictodcat of CPA Techaical 
OuasaMiali lac , a Oa c toa au , Ohio, enft- 
aeertag flim that wotta oa ooatract for 
aome of the coBBtry'a ilOM corporattoBs. 
"We doa't have deatal towiraace, and our 
vacalloa ptoa gives oae or two weeks of 
vacaUoB. aat fhfc or six." 

InptoyeeBcactK neaaarch laatltuie, a 
aoifraAt group to Waifttogioa D C , saya 
tkat aiore than H% of c om p a n ies wtth 
■me than UM employees offer a package 
of beaeftta. But. it adds, only S&% of those 
wHh fewer thaa S em ploye es prtrvtde 



place where you'D apead the rest of your 
Me,' aays a maa ^ at a c o m pa a y that 
ha* cut itt staff aad caiployed mote oal 
sMera. "I say. 'What's happeatog to them 
may happen lo you soawday " 
Maaagers to aewly mean aad kaa or 



I of buHdlag compaagr iplrtL Jef 

fiwy GMebNaa. the treaauer of Ideal 
Banc ladMlrtea lac to Deaver, rnouma 
the demtoe of eompa . 
since the bead office staff has Araab u> 
Mb people from 4n ' 1 know from partkt- 
ptflng to them dtol Ihey do build ciprtt de 
eoepa. be aaya. Now, be tovlica small 
giMpa of emptoyeea home u> watch sports 



Job sattofacttoa suffers 'Imployir 
co mmltaient to decBatog more than M ever 
baa to the tool decade' aays Michael Coo^ 
per. the prcaldeM of lirateglc ilaaafe- 
mert Amoctate*. a part of the Hay Oroim 
of coaaiMaMa to PMadelplua. Ia a Itn 
Hay anrvey of ijM u J. compauct. tt% of 
mlddto maaafen aad 7n of prafesalaaato 
expreaoed aattofacttoa wtth their compaay 
By MM, only mru of middle maaagen aad 
a Male over half Ibe profeaatoaato were 



pamr, Ks waanenuat. die credMUty of 
the eammuafcatlaa they receive, their atu 



penaatlon aad benefHs-tt s all acraaa the 
board decUabig, Mr Cooper says 

The egalHartaa goal of parity to pay- 
equal pay for equal rat - to beitig tocreas- 
mglf boaored to the bee, -b. as outsldera 
employvd by small coMracton work side 
by side with ttatders at a corpmtlon 

lome coaauHamt wtth specialiied 
skills, in computer progranuning for ex 
ample can earn u^'Xf^n many times ihoae 
of their ularvd brrthrm But In moat 
cases the UTialler ibe comp*^ is the 



Uifcealflqr MaatkB? 

As more wort goes U) a growing Bum- 
ber of small coa i p a Bles. the number of 
Viatel a covered by compaay-pald peadon 
aad heakh taauraace ptans aeems likely to 
dwindle The govenmciM will come under 
toneaslag preaaure to ftaance healtk can 
tar the worktog populatioa ' I tblak we 
may be headtog for de facto nsikmal 
' aays Ms. Chrtotenser 
The rvohnioa of a two-tier wort force 
eicttca aooie people who enjoy the dial 
toage of tadag the wovM oa their owa , free 
of corporate coaalrahiu 'When you work 
at Kodak, they baby-sit you saya Mar 
Kae Maggto of hochester, N Y She and 
her huafaand. Dob. took early retiremeai 
from Baalman Kodak Co to fnrm their 
own photograpby mtfure Now were 
grava-ups OB our own 

They make enough money -over tiw 
M laat year-b> tide them over the sUck 
tbncs, aach as the pertod last year when 
surgery forced Mr Mafgto lo turn down 
•art 

But others worry about the siaUiny of 
sa economy to which people increaslflfly 
must fend for themoelvea H U a higisly 
tasecure highly votattle business says a 
maa who started his own publK- relations 
ba:ineas after loatog his job at « bi( com 
paay ' One wave you have money one 
wave you don i 

A Job at a Mg company hardly of 
frrs much more security these days The 
safety net dorsnt exist uyiMr Adlerof 
Brwt Ir Whinney We re all working wiih 
out s net 

CMumbia s Mr Ginibrrf agrm The 
worMofwork heuys dimn well is less 
suMf It s lev «taWe because th^ world 
tt less staMf 
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ISSUES COKFRONTZNC THE MEW HOItXrORCE 
ItoMlts froa a National Survey of Aaarlean Votars 
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Th« Ssrvic* r^ploysfs International Union r«pr«B«ntB 850,000 
wrXmrm, »ost of irhon work in Bsrvics joba in our •conony. They 
ranga fron janitora to aacratariaa, from nuraaa to polica 
officara, from food acivica tforXara to highway anginaara. Thay 
ara avaraga Anarican vorXara, atruggling liXa ao Bany othara to 
Baintain tha atandarda of living that thair paranta achiavad and 
to battar tha futura for thair childran. 

In tha aconony of tha 1980a. thaaa vorXara faca incona and 
anployaant proapacta that, in tha abaanca of govamaant action, 
ara diaaal. It ia claar that tha privata marXatplaca will not 
addraaa tha naada of tha nav worXforca. And, it ia claar that 
thaaa naada vill ba mmt only if tha govamsant taXaa an 
aggraaaiva rola to raquira vorXplaca atandarda on pay and ~ 
banafita. 

Ha baliava that tha aatabliahnant of vor)nplaca atandarda ia 
not only good aconoaica, but ia good politica aa vail. 

Tha Sarvica Enployaaa Zntamational Union conniaaionad tha 
national polling fim of Fingarhut/Granadoa Opinion Raaaarch to 
conduct a national aurvay of 724 ragiatarad votara to t«at tha 
atrangth of votar opinion in thraa critical policy araaa: 
parantal laava and ralatad child cara iaauaa, tha BiniauB vaga 
and haalth insuranca covaraga. Aa tha auBBary raaulta ahow, tha 
aantiaant aaong votara for govarnaant action to iaprovB axiating 
pay and banafit atandarda vaa ovarvhalaing, if not draaatic* in 
tha dapth and braadth of tha raaponeaa acroaa aga groupa, incoaa 
claaaaa and ragional linaa. 

In aach of tha thraa iaaua araaa, our poll ravaalad 
vidaapraad aupport for apacif ic lagialativa propoaala vhich vould 
raquira aaployara to provida unpaid parantal laava, vould raiaa 
tha ainiauB vaga and vould raquira aaployara to provida haalth 
inauranca for thair aaployaaa. 

Support for thaaa policiaa alao axtandad to aupport for 
candidataa, vith atrong aajoritiaa aora liXaly to aupport 
candidataa for public offica who favorad thaaa propoaala. 

In addition, tha poll aignallad a changa in votar aantiaant 
regarding tha rola of govammant in our aconoay. Specifically, 
votara vare auch rora inclined to support govamaent 
eatabliahaent of atandarda to guarantee adequate pay end 
benefita, even if auch atanaarda vould coat joba. 
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Th« national polling fins of FingarhUw/Granados Opinion 
Rasaarch conductad a aurvay of 72^ ragiatarad votara during tha 
firat waak of Juna 1967* Tha aurvay daalt priaarily vith 
parantal laava and ralatad child eara iaauaa, tha ainimua vaga 
and Bajor haaxth car a iaauaa* 

To in aura ralavanea to tha alactoral procaaa, tha aurvay 
aanpla vaa acraanad for ragiatarad votara* 

To furthar anaura tha abaanca of ar.y idaological or partiaan 
biaa in tha aanpla, tha aurvay Baaaurad raapondanta* 1984 
praaidantial vota cho.ca* Tha raaulta of thoaa %iho racallad 
thair choica: 



indicata a aanpla that vary cloaaly approxiaataa tha actual 
voting pnblic and — if anything — ia alightly aor* Rapublican- 
voting tnan tha nation aa a vhola* 



Raagan 



61% 



Mondala 



39% 
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Highlights of the survey results are as follows: 
Parental Leave and Child Care 

1. Overuhelmlng suuport exists for parental leave 
leaielatlon. 

By a significant 77 to 15 percent margin, 
respondents indicated that the parental leave 
neasure now before Congress is a ^good idea". 

Table A in the appendix presents a demographic 
and political breakdown of respondents to this 
question. As illustrated, strong support for 
the current legislative proposal on parental 
leave •>ists among all age groups, across regions 
and across all political groups. 

2 . Bv a 2 to 1 majority, voters believe that the 
Qovernment or amplovers should provide at least 
partial pay for maternity leave . 

Voters responded 62 to 35 percent in favor of 
providing some income during leave. Again, 
support exists across all ages, regions and 
political effiliations. 

3. Parental leave ie good pontics. 

Respondents are wnr* likelv to support a candidate 
who favors a_parental J.eave aolicv . 

When asked if they would be sore inclined to support 
a candidate who fevored leave policies, 73% said they 
would be "more inclined", while only 12% said they 
would be "less inclined" to support such e candidate. 

Among "swing" voters (independents, 1986 presidential 
undecideds end "Reagan Democrats!"), there was over- 
whelming support for candidates who favor requiring 
employers to pr'^vide parental leave* 

4. Voters support expanded child care programs, even when 
asked if thev would be willing to support such programs 
through their taxes. 

When the question regarding child care is phrased in 
tough teres, a 53 to 44 percent majority say they would 
be "willing to support chile care programs for working 
parents through my taxes". 
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Mlnliiium W^flf 

^- By a aaiBivt 7I to 20 PTf!#nt aaroln. rm aimtmrmA tfr.<-|>r « 
■UDDOrf d thft currant l#ai«lati ve propomal to raic^ 
tha lininun way. 

Th« d«pth of support for increasing thm current 
Bininum vsg« wss significant* Strong support 
•xistsd snong sll occupational groupings, sgs snd 
incons clsssss. Sslsctsd dsnogrsphic snd political 
infomation is prsssntsd in Tabln C. 

Strong support also sxistsd for this proposal 
•cross ths political spsctrun, with swing votsrc 
indicsting support by • two to ons margin. 



2- An evrwhalnlna »«4»irl»Y ^ ^at ^ 

avaraoa wln^ffun umam im "good f or thm •eononY *- 

upport for highsr minim j» vagas cuts across 
•gss, incomes and regional groupings* 

3- gUPPgrt ror in incrgBia in the alni»im w« 
found despite the faet th«f K y a S4 ii wv^^^^n^ 
aaroin. retipendentg aw^aad with ■nti'BlnlBmil 
waoe argument that "ral.lfiy the lin^mun w*o> «<«ht 
result in aoaa job loa."- 

Voters polled felt thst workers should be paid 
enough to survive without (lUblic subsidies, even 
if there wss some cost to this proposal. Strong 
support exists for psying workers decent wsges. 



Health Cay 

^* Raaponcfants rupported oovamiii>n» 

to insure adeouate haalth Ineuranea ^ry^f^rt 
tor werlr4no f>^ftpl^. 

By 73 to 24 percent, voters rejected the 
notion thst "the government should do nothing 
to improve heslth insursnce coverage and just 
leeve the issue elone"* 

Almost two-thirds of the respondents felt thst 
"the government should require sll ^ ployers to 
offer s heslth plsn to their employees". 
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2. Bv a two to one maroon, voters Bupt,ortgd the 
aeaaura before ConoreBS which w ould require 
ewplovera to provide health inaurance. oav 

at leaat 80 percent of the cost and aubaidize low 
waae workers. 

Support for this neasure was found throughout 
tha ftanpla, with 62 percent overall faaling that this 
proposal was "a good idea". Key swing voting 
groups expressed strong support for this measure. 

Data i Is are presented in Table D. 

3, Support tor the issue extends to support for candi- 
dates . 

63 parcant of the sanpla said they would be '*a lot 
Bora liiclinad'' to support a candidate for public office 
who favored a policy that woul6 risquira employers to 
provide health in';uranca and to pay part of the cost. 
Another 21 percent said they would ba **a little more 
inclined** to support such a candidate. 



Politle»l Support 

1. To teat tha Polltleal iiwnaet theae issues, we 
aaked how people would react to candidates who 
supported all the Issuas outlined above. Support 
for auch candldatea was Qvervhelmin(;f . 

Tha question read "Looking together at several 
of tha iasuas we have discussed, suppose a candi* 
data said ha or she would fight to increase tha 

minimum vag«, inprova support for child care pro- 
grams, and work to provide health insurance coverage 
to the working people who don't have adequate coverage. 
Would you be significantly more likely to support that 
candidate, somewhat more likely, or less likely to 
support that candidate?" 

The findings: 78 percent more likely 
16 percent less liviev 

government Action 

1, When aaked whether oovemipent .should set standards 
tQ_ insula that jobs pav enough, and provide adequate 
benefits ao that workers can take cara of their 
famiHea. an evar^rfhalminq 81 percent answered vea. 

Four out of every five registered voters in this 
sample repressed support for government intervention 
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on pay and benefits. 

When tolu that gome peopl e araue that incraasina 
standards mioht wpan come lob loss. 71 pcrrent of 
the rggPPndcntg bel. that standards fthould be 

raised . 

Respondents indicated strong support for increased 
standards coupled with programs to Keep or create 
new jobs. 



Conclusion 

Results of the survey among a x^ndon sample of registered 
voters clearly illustrates strong, bx Dad-based political support 
for govemnent action ♦•o establish ainimuin workplace standards in 
three areas: parental leave and child care, nininun wage and" 
Bininun health insurance coverege. it is clear from the poll 
results that voters across the political spectrum perceive the 
"new realitiejs" of working in America today and understand the 
difficult circumstances of many working people and their 
families. 

More importantly, voters are willing to cast their ballots 
based on what candidates say about these issues. 



Analytic Note: A "Reagan Democrat is a person in the survey 

who indicated they vof^ tor Reagan f o - President 
in 1984 and a Democrat for Congress in 1986. 
They ere representative of the most critical 
swing voting groups in the electorate. 
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APPENDIX 



Q38 



(2v££lll 

DEMOGRAPHICS 



TABLE A - APPROVAL OF LEAVE LAW 

The.'c IS a measure before congress ^hich would require 
emplo' ers to provide unpaid leave to at least one parent ... 
or to employees who need to care for a seriously ill family 
membrr do you think this measure is a good or a bad idea'' 

Neither 

GgOd Idga Bad Idea Qq^^J^^ Don't know 



77% 



15% 



5% 



3% 



Northeast 
Midwest 
South 
West 



(24) 
(26; 
OO) 
(20) 



78 
83 

7J 
75 



14 
12 
18 
16 



18*30 yrs 
31*40 yrs. 
4J*50 yrs. 
51*60 yrs. 
60*r yrs. 

Gender 

Male 
Female 

PQLITfCAL 



(21) 
(25) 
(18) 
(12) 
(22) 



(47) 
(53) 



85 

79 
78 
69 

70 



76 
78 



10 
16 
15 
17 
18 



17 
14 



3 
4 

6 
II 
6 



Politicil Party li 

Democrat (39) 

indep no lean (12) 

GOP (^5) 



78 
74 

75 



15 

21 
16 



Qmi£Ll ^artv Choice for lOKK Presideniial Eleciion 



Democrat 
Lean Democrat 
Undecided 
Lean GOP 
GOP 



(36) 
(M) 
(21) 
(22) 
(10) 



Reatan Democratt (13) 



79 
78 
75 
77 
74 

75 



13 
12 
17 
20 
16 

19 
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TABLE B - APPROVAL OF PARTIALLY PAID MATERNITY LEAVE 

Q39 The government or employers should provide it least some partial piy during 
maternity leave 



Agree Agree a Disagree Disagree 

A Lot Little ijiiic 6JL'd Don't Knou 



Overall 

DE MOGRAPHICS 

Rciion 

Noriheasi 
M)dwesi 
South 
West 

18-30 yrs 
31-40 yrs 
41-50 yrs 
51-60 yrs 
60-f yrs 



Gender 



Male 
Female 

PQLITICAL 

Panv ID 

Democrat 
Indep. 00 lean 
GOP 



(24) 

(:6) 
(30) 
(20) 



(21) 
(25) 
(IB) 
(12) 
(22) 



(47) 

(53) 



(39) 
(12) 
(25) 



35% 



36 
36 
34 
34 



47 

39 
34 

29 
23 



32 

39 



44 

33 
28 



27% 



26 
29 
23 
31 



3: 

27 
22 
24 

27 



28 

26 



27 
27 
28 



16% 



17 
14 
18 
14 



14 

20 
20 
13 
13 



17 
15 



13 
12 

20 



19% 



17 
20 
22 
18 



8 

12 
21 
30 
31 



21 
18 



14 

25 
23 



3% 



Current Party Choice fo r 1988 Presidential Election 



Democrat 
Lean Democrat 
Undecided 
Lean GOP 
GCP 



(36) 
(11) 
(21) 
(22) 
(10) 



Reaflan Democfats (13) 



47 
41 

29 
23 
26 

26 



24 

22 
32 
27 
30 

30 



15 
16 
15 
17 
19 

23 



12 
16 
22 
32 
25 

22 
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TABLE C - APPROVAL OF MINIMUM WAGE 

Q58 There is a measure before Congress i^hich, if passed would raise ihe ininimum 

wage in ihree steps - to $3 85 m 1988, S4 25 in 1989 and $4 65 in 1990 
In later years, the minimum wage would be indexed to the average hourly 
wage Basically, do you think this is a good idea or bad idea? 

Neither 

Cood ItfCi £liLLl£l Good /Bag Don't know 

Qmili 71% 20% 5% 4% 

DEMOGRAPHirS 

Northeast. (24) 74 19 5 2 

Midwest (26) 73 18 4 5 

South (30) 66 r> 7 5 

Weft (20) 73 18 4 5 

18-30 yr$ (21) 71 20 5 5 

31-40 yrs. (25) 74 21 3 2 

41-50 yrs. (i8) 73 16 6 6 

51-60 yrf (12) 67 22 8 3 

60^yrf. (22) 68 20 6 6 

Male (47) 68 25 4 3 

Female (53) 73 15 6 6 

POLITICAL 

Polilieal Parry m 

Democrat (39) 80 II 5 4 

Indep. o^lean (12) 64 25 7 4 

COP (25) 67 24 5 5 

Current Party Chnic f fp- |988 Presidential gl^n.on 

Democrat (36) 81 iO 4 4 

Lean Democrat (II) 84 |0 4 3 

Undecided (21) 60 26 5 7 

Lean GOP (22) 57 33 7 3 

COP (10) 64 28 6 3 

Rcacan Dcmgcrau (i3) 63 30 7 
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TABLE APPROVAL C/ HEALTH INSURANCE 

Q75. Tftere is a measure before the Coniress which, if passed, would reqaire all 
employers to provide a basic minimum health insurance package to their employees 
and ^ dependents This bill would require the employer to pay at least 10% of 
the cost of the premium for the package. For very Iow*wage workers, the 
employers would be required to pay 100% of the cost. All workers would be 
included under a basic health insurance plan as a result of this bill. 
Basically, do you think this is a good idea or a bad idea? 



Good Bad Neither Don't 

Idea IdcM Good /Bad JLnOSL 

Ovef II 62% 29% 16% 19% 

DEMOGRAPHICS 
Region 

Northeast (24) 67 2 3 5 5 

Midwest (26; 65 29 4 3 

Somh (30) 53 36 3 1 

West (20) 64 26 3 7 



Att 



lt*30yrt. 


(21) 


65 


29 


3 


3 


31-40 yrs. 


(25) 


61 


25 


5 


2 


41*50 yrs. 


(It) 


61 


U 


3 


3 


51-60 yrs. 


(12) 


51 


32 


7 


10 


60^ yn. 


(22) 


51 


30 


1 


11 



Gender 

Male (47) 60 34 3 3 

Female (53) 63 25 4 1 

POLITICAL 
Party ID 

Democrat (39) 73 21 1 5 

iBdep. BOlean (12) 59 25 10 6 

GOP (25) 45 44 5 7 



Current Party Choice f or 19gi Preiidential Election 



Democrat (36) 74 20 2 5 

Lean Democrat (I I * 73 IT 3 7 

Undecided (21) 60 21 5 7 

Lean GOP (22) 43 44 g 5 

GOP (10) 46 46 4 5 

Reaon Democrati (13) 66 32 II 
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Chairman MnxER. Mr. Levy, in the press from time to time over 
the last several months, there has been a suggestion by some 
economists and people in the public policy arena that the current 
economic expansion that we are experiencing has been driven by— 
and you touch upon this in your testimony— the tax reduction, 
which kept some things goinfi^ people sending a second wage earner 
into the work force; and, finally, the use of institutional and per- 
sonal debt to keep this consumption and this cycle going. 

If that is true, it would seem to me there comes a point at which 
you bump up against some ceilings here where you can't continue 
that effort. If debt is, as I said in my testimony, 88 percent of dis- 
posable income, there comes a point where that cannot continue to 
expand if you are still to manage all of the other obligations of a 
family. In fact, maybe some of that debt is created to manage those 
necessities, that all of that debt wasn't just for unessential activi- 
ties of a famUy. Some of it mav nave been created to finance 
health care or education, or what-nave-you. 

Where does that tell us we are going? If you start to reverse that 
trend and you say, ''okay, you have got to start paying down some 
of this debt," are families in a position to reverse that trend? Or 
are they stuck as the Federal Government appears to be, with this 
$180-200 billion debt that is starting to look very permanent no 
matter what we do or tell our constituents? It kind of sits there 
like a heart beat. I just wonder where we are in this trend line. 

Mr. Levy. I think in terms of living standcutis, my sense is that 
living on debt has pretty well run out, and the question is, is there 
some other cavalry that is going to come to the rescue to keep the 
expansion going? 

Brieflv, I think you want to think about the Federal deficit and 
personal debt in exactiv the same way, because if you think about 
the pressures on the Government that created that deficit, it was 
to give big tax cuts without cutting expenditure, and that was a 
way of putting more money in people's pockets, just like if they 
run up on Mastercharge it puts more money in people's pockets. 
The only way we were able to do that is because other countries 
were willing to lend us for a time large amounts of money. That 
seems to be pretty well exhausted now. 

So there are two possible things that you hope will come to the 
rescue before you start seeing significant slowdowns or declines 
and additional declines in living standards. One is that as the 
dollar falls exports start picking up, and we are seeing some of that 
already, and you hope that that process happens fast enough to 
really give the economy some boost. 

The other, which we are still holding our breath about, is that 
output per worker starts rising and that real wages start rising 
again. This expansion has been very good in terms of creating new 
jobs. What it hasn't done is to get the kind of increase in output 
per woriLer that was typical for the postwar years up through 1973 
and that was responsible f >r rising living standards. 

I don't think anybody can give you a real answer as to why that 
hasn't happened economy-wide. If it does, there will be money 
there to allow wages to start rismg again, and that will be another 
way that we can forestall that. 
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So those are the tv^o possible rescues: more exports just to keep 
the economy going and rising output per worker to get wages back 
again, and the question is, will they come? I don't know the answer 
to that. If somebody does know the answer to that, you want to 
sign them up right away. 

Chairman Miller. But it would appear at least that at some 
point there are goii^to have to be two reversals that take place 
witihin that context. One is the pay-down on private debt, on fa'nily 
debt. There is going to have to be some payment made on that 
debt. 

Mr. Levy. That is right. 

Chairman Miller, like all debt, it is going to get heavier and 
heavier just to service that debt, so even if you get an increase in 
real wages you may be dedicating that which might have gone to 
consumption to pay off old debt. ' 

Mr. Levy. That is right. 

Chairman Miller. And at some point there is going to have to be 
a reversal at the Federal level, because you are going to have to 
Imve additional revenues just to manage the debt at current levels, 
if that was your goal. Forget a balanced budget. If your goal is just 
not to have an increase, you are going to have to nave a reversal. 

I guess my follow-up question would be, to what extent does debt 
reduction negate what may take place in terms of increased pro- 
ductivity, real wages, or the possibility of a dramatic export expan- 
sion? 

Mr. Levy. The answer is, if something good does happen, then 
ywi can hold it to a draw. There is enough money to start paying 
off some of this debt without seeing actual declines in living stan£ 
ards. Ii good things don't happen, then the pay-off of debt will re- 
quire declines in living stanoards. So the question jjb, can you hold 
even or are you going to have to take a loss? 

Chairman Miller. Mr. Eartlett, on the discussion of the service 
sector and the makeup, obviously, Ms. Schoen has a somewhat dif- 
ferent approach to it than you do. But more recently, it seems to 
me that there is now discussion in the public press that when we 
talk about this service sector and whether these are low-paying 
lobs and the expansion— and you mentioned the fact, or at least I 
heard you to say that the real expansion in the service sector now 
is taking place at the upper levels as opposed to the lower levels- 
people who write and defend the transition to the service sector 
very often now insist that when we talk about the service sector we 
consider the chairman of the board of IBM in the service sector as 
well as people who are doing assemblage work for that same com- 
pan}; and therefore, when you average it all out, the wages look 
pretty good. 

My question is this: L there really an expansion in terms of 
numbers and wages at the top level, or is it possible that, as we see 
in C^ifomia, once the lower wage jobs were determined and estab- 
lished and the process was ironed out, it was shipped off overseas, 
and that iob, in fact, disappeared. That would give you a higher av- 
erage in hourly wages within that industry, because you have sub- 
tracted the lowest portion out and transferred it overseas. I don't 
know that to be the case, I am just putting together the popular 
press here; I am trying to flgure out what is fact or fiction. 
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Mr. BAaTLETT. I was making my statement based on the BLS's 
classifications of occupations, which brings up a problem-^namely, 
how do you determine what is a service job and what is a manufac- 
turing job? 

I mentioned briefly in my testimony that in the past you had, 
say, an accountant working for Ford Motor Company. He is count- 
ed as a manufacturing employee in the BLS statistics, and if Ford 
decides to hire an outside accounting firm to do their accounting 
and eliminate this person's job on the Ford pa^ll, all of a sudden 
you have had a shift of jobs from manufacturmg to services, and I 
think that is a lot of what is going on. 

But I don't think that the data necessarily suggest that if some- 
body is, in fact, working for a manufacturing company, such as 
IBM, even though they might be doing somethii^ that might be 
considered a service rather than workii^^ on an assembly line, that 
that is not included in the data in the trend. 

Basically, I was talking about things like the fact that lasers 
and accountants and various occupations that are relatively high 
paying tend to be the expanding ones, and the manupl labor, ditch 
digger type things are not the expanding numbers. So that is 
where I got what I was saying from. 

Incidentally, if I cor Id just say something on this debt question, I 
think it is very important to point out that debt as a share of 
assets has not risen very much. So the increase in debt has been 
matched by an increase, in a sense, in people's ability to pay for it. 
They could sell assets if they chose to. In fact, a lot of this debt was 
used to acquire asseta During inflation, it makes a lot of sense to 
go into debt and buy a house. But that is not the same thing as just 
going into debt on your Masterchurje to buy dinner. It is not the 
same thing, because you have got an asset there, and I think if you 
calculate the data in those ways you get somewhat a different 
picture of this debt question. 

Chairman Miller. I think, for the purpose of conversation, there 
is some difference. My concern is that we are now watchii^ home 
equities being used to buy the dinners. 

Mr. Bartlstt. That is a function of the tax changes. 

Chairman Miller. Whatever it's a fiuiction of, my concern is, at 
whflt point is the liquidity of a family used up and do we find our- 
selves with serious problems? I don't know. That is somewhat rela- 
tive in that discussion. 

Ms. Schoen, do you want to respond? 

Ms. ScHOEN. Yes. As I noted, we submitted for the record a small 
pamphlet, and I think it is important to make the distinction be- 
tween percentage change in jobs and absolute growth in jobs. If you 
look at the top 20 or top 10 on the list job growth, the Depart- 
ment of Labor is saying it is cashiers, custodians and sales workers. 
The accountants, the computer techs, are big in terms of percent- 
age change. I think it is important not to mix the two of them in 
terms of where the jobs are likely to be. 

Chairman Miller. Just one final question, and that is, where 
would we have been over this time frame, 1973 to the present, had 
not women entered the work force or the spouse entered the work 
force to make a two^amer family? And where are we in resohring 
the issue uf some people suggesting that, should they choose to do 
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so, women could leave the work force and go back home? I just 
wonder where we are in terms of that being dictated h} economic 
necessity. 
Mr. Levy. Are you asking me? 

Chairman Miller. Well, I am asking the panel where you believe 
we are. Is that reversible? It is hard for me, just in my casual con- 
versations with my friends, to believe that they have the ability to 
give up that income. Again, I don't buy into the notion that this is 
all a lark and a luxury. When I see where they are spending the 
money, it looks pretty fundamental. 

Mr. Bartlett. I supix)se one might argue that if women second 
earners hadn't enterra the work force in such large numbers and 
the same number of jobs had been created that we would have had 
extremely low unemployment. In fact, we probably would have had 
labor shortages, which presumably would have bid up real wages 
for those people that were in the work force. So it is hard to say 
how things would have turned out if things had been different. 

Mr. Levy. I find no evidence for that view at all. I think the 
basic determinants of wage problems over the last ten years had a 
lot to do with big increases in oil prices and the problems of U.S. 
industry adjusting to very slow growing markets and a veiy differ- 
ent kind of world economy than we had in the 1950's and 1960's. 

If women hadn't come into the labor force, the wages of men 
would have been a little bit higher than they otherwise were, but 
notUng like the kinds of growth we had seen in the 1950's and 
1960's, and you have to believe that if family incomes declined by 4 
or 5 percent with two earners they would have declined by 10 or 12 
percent without the increase in two earners. 

The bottom line is that women coming into the labor force makes 
for a lot more work effort in the society, because you are not cut- 
ting down on what is going on very much at home and you are 
doing market work. So, really, the number of hours of work has in- 
creased by that. So that is what is allowing people to buy more 
houses, and so on and so forth, because there is more work effort 
being aone. 

Ms. Schoen. The Joint Economic Committee put out a statistic 
about a year ago of an 18 percent decline if women hadn't entered 
the work force as one way of looking at it. I think another way is 
looking at what two^rner families make versus one-earner, 
whether they are man with wife at home or a single head Ci 
family. A single earner now averages roughly $17,000 to $18,000 a 
year no matter what kind of family they are, which is at the lower 
edge of what the Department of Labor says is a low budget, a bare 
survival budget; there is not enough money there. 

If you talk to any working family, basically, they see it as a ne- 
cessity at this point for two paychecks. 

I guess the other statistic that is just beginning to come out are 
intergenerational kinds of problems The land of job policies I de- 
scribe mean that the new entrant into the work force, the new 
hire, is receiving less. Two-tiered, contract work is lower paid work. 
It may be for the same manufacturer, but it is at a much lower 
wage, the custodian who now works for a contractor. 

The I)epartment of Labor has a longitudinal study that they are 
just beginning to get results from that show that people who have 
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entered the work force in the last five years compared to their 
cohort ten years ago are earning 25 percent less when you adjust 
for inflation, and this is men are earning less and women are earn- 
ing less. It IS a track that, if it continues, means that this next gen- 
eration not only is working harder but getting considerably less for 
their work effort. 
Chairman Millfr. Congressman Coats. 

Mr CoATO. I would like to get into the question of children in 
poverty, and I think it was Mr. Levy who said that about half of 
the increase in the number of children in poverty was the result of 
single-parent families. Do ♦he other panelists agree with that, or 
have you looked into that particular question? Let me just start 
with that question. 

Mr. Bartlett. I haven't really looked into that. 

Mr. CoATS. Okay. Mr. Levy, those statistics come from where*^ 

Mr. Le\'y. From the Bureau of the Census. 

Mr. Coats. So that would have a decided impact on the overall 
numbers in tenns of average wages, average family income, and so 
forth, rarticularly for a particular class of people, wouldn't it? 

Mr. Levy. In terms of determining the number of children in 
poverty, the i^rowth in the number of families headed by women 
has been quite important. In terms of what has happened to 
niedian family income, it really hasn't been very important. 

Mr. Coats. Why not? Because it is such a small percentage of the 
whole? 

Mr. Levy. Because it is a relatively small percentage. 

Let me givo you an example. You recall back in the mid-1960's 
that the U.b. Department of Labor discovered this issue of fen ale- 
headed families. That is when Senator Moynihan wrote the Moyni- 
han lieport, and so on and so forth. 

I^PjJ^ the increasing number of female-headed families during 
the 1960 s, median family income for the Nation as a whole still 
increased bv about 30 percent in real terms from 1960 to 1970. So it 
just isn t a big enough number to really affect that. 

Mr. CoATO. ll definitely has an effect, though, on the types of 
families and of children that we look at here in this committee in 
terms of the problems faced. Isn't it pretty much a fact that many 
of those mothers that ai-e thrown into the work force, so to speak, 
out of necessity. Bring to that low education levels and low skill 
jobs? ^^^^^^^^ their only entry way is through low paying 

Mr. Levy. Abso^utcJv. 

Mr. Coats. I would like your opinion, and the ochers on the 

Kanel, on what an increase in minimum wage, as legislation we 
ave proposed, would do to the ability of some of those people to 
find employment. Some would areue that those low paying jobs 
then would flip over to automated jobs or pick up higher skilled 
workers and freeze out first-time entrants into the work force, 

Mr. Levy. I don't know the answer to that. I have seen a range 
of estiniates, and I can't really give you a story that I am comforta- 
ble with one way or the other, either that numbers of jobs will be 
eliminated or that nothing really will happen to the numbers of 
jobs; I just don't know. 
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Mr. Ck>ATS. Does anybody else have an opinion on that? 

Ms. ScHOEN. The thing that is clear— and, as Frank said, there 
are estimates all over the place— is that where States have made 
an effort to raise the wage and provide child bubsidies people go to 
work. If you keep the wages so low that you can't perform your 
other job, which is also to take care of your children, the ability to 
put people to work just isn't there. 

So there is basically not much evidence that the job loss would 
offset putting people to work, because every time we have raised 
the minimum wage, in fact, jobs have increased, and they have in- 
creased up and down the economy. So the only historical evidence 
we have would suggest that raising the floor is actually good for 
the economy, not the reverse. 

Mr. Bartlett. I don't think there is any question that you would 
reduce the number of jobs available and that some people would 
lose their jobs, and you would have a wide variety of other negative 
effects from raising the minimum wage that I think would greatly 
offset whatever impact you had on those few specific people who 
got increases in their income as a direct result of the rising mini- 
mum wage. 

I think it is important to note that the vast bulk of people who 
work at the minimum wage are secondary workers. Most of them 
are kids living at home with their families. There just aren't very 
many heads of households working at the minimum wage, and I 
think it is really a mistake to even talk about whether you can 
support a family on a minimum wage income, because there just 
aren't very many people out there in that situation. 

Mr. Coats. A lot of labor statistics and economists indicate that 
in the coming years, not so very far in the future, we are actually 
facing, I don't know if I want to call it a labor shortage but at least 
a labor squeeze, particularly in certain categories of jobs. Number 
one, that labor squeeze results from the fact that those jobs are de- 
manding higher skills and higher levels of edu<^ation to perform 
them, but that that squeeze also is going to cause a rise in the job 
benefit level and the job wage level. 

Do you agree with that? Have you looked into that question, and 
do you see that coming? If so, how soon are we looking at that? 
Early on, the estimates were, in the late 1980's we would begin to 
see the effect of the aging of the Baby Boom, fewer workers enter- 
ing the work force, the expanding of the jobs, and the upward push 
on the wages and benefits. 

Mr. Levy. Let me talk about that specifically with respect to the 
issue of children in poverty for a second. I have seen the same arti- 
cles, I guess, that you have, and I get from those articles two differ- 
ent stories. One story says that there will be such a labor squeeze 
that finally employers will have to reach into areas that they just 
never touched in the 1970's. The classical story that you keep on 
hearing is the bus in Westchester that goes in to pick up kids in 
the South Bronx to get them out to McDonald's. I thmk that bus 
has been written up in more newspapers than any other bus in the 
history of the United States. 

On the other hand, you hear stories that the nature of jobs is 
changing so fast that nothing will induce employers to dip into 
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that pool of labor, because kids just don't have the skills and it is 
not worth their time to do it. 

Again, I just don't know what the answer to that question is. My 
guess is that over the next couple of years certain States, like Mas- 
sachusetts, where there are very low unemployment rates, provide 
some kind of natural experiments to see what is going on, to see 
how much employers are doing to get kids that they otherwise 
wouldn't do. But, as far as I know, that evidence is not in yet. So I 
really can't say. 

Mr. BARTL&rr. I don't know. I haven't seen any aggregate data 
on this, but I think casual observation suggests that there are more 
cases than one bus up in Westchester. All you have to do is [jo out 
to Fairfax County here, and you see "Workers Wanted" signs all 
oyer the place, and you find that many of the businesses that tradi- 
tionally paid the minimum wage are having to pay substantially 
more than the minimum wage to attract the number of people that 
they need, and yon see outfits like McDonalds running nationwide 
ads trying to encourage elderly workers, retired people, to come 
back into the labor force to work, because they just can't get the 
people, and I think that trend will continue for the reasons you 
cited. 

Mr. Coats. Thank you. 

Chairman Miller. Congressman Wheat. 

Mr. Wheat. I would like to continue along some of the lines that 
Mr. Coats has started, in particular regard to the minimum 
wage. I don't want to get into it too h ily, but, Mr. Bartlett and 
Ms. Schoen, your testimony has been c rectly contradictory about 
what Me effect of an increase in the minimum wage would be. 

Mr. Bartlett, in particular, a couple of the statements you have 
made as to who is earning minimum wage are counter to some of 
the evidence that I have seen. 

I would just be wondering if each of you at some later time- 
hopefully soon— would be willing to submit, Ms. Schoen, the histor- 
ical data that you referred to and, Mr. Bartlett, the evidence that 
you would refer to suggesting that most of the people who are 
earning minimum wage are not head^ of households or aie just 
kids, because that is absolutely counter to the information that I 
have seen so far, and I would like to see that kind of data 

[The data follows:] 
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INTERNATIONAL UNION. AFL-CIO. CLC 




1313 L STREET NW • WASHMCiTON. DC 20006 • 1202) a9»^200 




nCHARDW COROTZ 



July 27, 1987 



Congrsssaan George Miller 

Chainan, Select Ccaaittee on Children, Vouth 

and Families 
385 Rouse office Building Annex 2 
Washington, DC 20515 



Dear Congressaan Miller: 

Enclosed is an edited copy of Cathy Schoen'e testiaony 
before your couittee on "American Faeilies in Tomorrow's 
Economy.** Ms. Schoen was unavailable during the period necessary 
to meet your deadline, in her absnece I have reviewed her 
testimony and attempted to address the issues raised in your 
letter. 

In response to your questions, I have included two 
enclosures. First, a recent study by Data Resources, inc. stating 
that involuntary part*time work has increased by 224% since 1960, 
as opposed to an increase of 213% in voluntary part-time work. As 
noted in the enclosure, however, moat of the increase in 
involuntary part-time work has occurred since 1970. Furthermore, 
the reduction in part-time work is less than would be expected 
given the drop in unemployment since the recession of the early 
1980s. 

Second, i have enclosed a copy of a recent position paper 
prepared by SEIU on the Minimum Wage. It thoroughly docunents the 
answers to th^ questions contained in your letter. 



Please feel freo to contact me for additional 
clarification if needed. Thank you. 



Sincerely, 




Assistant Director of Research 
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Excerpts From "Employment, JNE^iPi/DYMENT, and thf Labor Force'' Complete 
Text is Retained in Cobimittee FtLES 
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Employm«nt. Untfnptoymtm, and th« Ubor Forc« 



Chart U.l 
Wetkly Hours of Nenafricullunil 
FrodiKtion Worktrt 
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EmptoymM, UMmptoyrT«ni. and tto Later Fore* 
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[Minimum Wage: Americans Deserve A Living Wage, is retained in committee 
flies] 



MINIMUM WAGE FREEZE: A DRAG ON THE SERVICE ECONOMY 



H The U.S. Economy is a "service* economy three out of every Tour workers 
Pro^^Mces services. Over the nex: ten years, virtually all of the new jobs will 
be in the service sector. 

■1 Service industries and jobs are di\erse, with a broad range of skill and 

complexity \*t, their common thread is "below^average* pay and benefits 
Two out of every five jobs in services is low wage. 

H Tb'*. eroding value of the minimom wage is one of several important factors 
holding down pay standaids of the "service* economy. Over 88% of workers 
paid no more than the minimum wage work in service industries. Jobs paying 
no more than $3 85 per hour - the scheduled minimum wage increase in 198f 
under current proposals account for 12% of all workers in service industries^ 
About 40% of them earn less than 54.65 per hour the standard which the 
minimum wage should equal today 

■ In 1987, 8 out of the top 10 jobs employing the most minimum wage workers 
are "services* - only two of which are in the retail traces. Taken altogether, 
these 8 jobs account for 74% of all minimum wage earners 

■ A look at where job growth is r-edicted in the future indicates that this trend 
towards lower job standards w.U continue. Seven out of the ten fastest- 
growing jobs over the next decade are service-sector jobs that employ large 
numbers of minimum wagr workers. 

H While the Administration tklks about the need to train computer programmers, 
accountants and engineers, it is the relatively low-paid occupations (those 
paying below median weekly earaings in 1986) that will account for 58% of the 
net growth for the next decade. 

H Raising the minimum wage on a regular basis would be an important step toward 
upgrading the low-pay standards of the new service economy. Unless this and 
other steps to improve service sector productivity are taken now« U.S. living 
standards will continue to decline. 

WHO WORKS AT THE MINIMUM WAGE 

H Altoget'^er* 6 5 million Americans work for no more than the minimum wage of 
S3.35 an hour in 1987. A total of 1 1 5 million workers - 10.5% of the labor 
force - earn S3. 85 or less an hoor. 



EXECUTIVE SUMMARY 
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H There is no single stereotype of minimum »age workers; they cover a broad 
spectrum of the workforce >oung and old. married and single, male and 
female 

Adults, 20 years and older, account for 70% of minimum wage workers. 
Women account for 63% of minimum »age earners and minorities are 17%. 
" More than 55% of all minimum wage earners work full-time or want full- 
time jobs. 

M Raising the minimum wage will help millioos of workers at the bottom of the 
economic ladder: Over 45% of minimum wage jobs are held by heads of 
households and married women. One in four minimum %iage workers lives in 
poverty - family income below $10,000 - compared to just 8% of all workers 
One in two are in households earning less than the BLS "bare-bones' budget of 
$19,460, compared to 25% of the entire labor force. 

A NEU LEVEL NEEDED FOR THE MINIMUM WAGE 

■I The purchasing power of the minimum wage has declined by 27% since 1981 and 
DOW equals only 37% of the current average hourly wage of $8 95. 

H The minimum wage is not a living wage. Full-time work at $3.35 an hour 
leaves a family of two or more people lo poverty Working full-time at the 
minimum wage, a person earns only 62% of the poverty threshold for a family 
of four ($11,200). 

H The 6.5 million men and women working at the minimum wage don't earn 
enough after taxes to pay for the four most 'basic necessities" - food, 
clothing, rent and transportation. A famih of three with only a minimum wage 
income living m New York, Massachusetts. Nebraska, and Washington, DC 
would all face monthly budget deficits ranging from $1 ' to $410. 

m When basic health and child care costs are factored into the budget, a family of 
three still ends up with a monthly deficit - even with a second full-time 
minimum wate earner. The monthly budget deficit covering only the basic 
oeeds for a family of three with two minimum wage earners ranges from $7 
r onthly in Nebraska to $318 monthly in Massachusetts. 

■I All these measures justify a substantial iocrease in the minimum wage. S 837 
and H.R. 1834 propose modest catch-up adjustments of $50 in 1988 and $40 
each in 1989 and 1990 - with indexation to follow. 

FALSE ARGUMENTS AGAINST A HIGHER MINIMUM WAGE 

■ Opponents of raising the minimum wage frequently argue that the economy will 
go bust. The Chamber of Commerce claims that the current proposal will hike 
unemployment by 1.2% and cost the United States \.C million jobs But the 
evidence suggests that any employment effects would be negligible or non- 
existent For example 
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A recent study (Luskin, US. Department of Labcn found that raising the 
minimum wage in 19S4 would have had a near-zero impact on teenage 
employment (due to the declining supply of teenagers available to work). 

Whartcn estimates that over a three-year period, raising the minimum wage 
would increase the unempl«/yment rate by less thao .1%. 



m Opponents claim that increasing the mmimum wage %'iU fuel inflation and 

bankrupt business. But the Wharton study estimators ibat inflation will be only 
.2% higher per year. Compared to most other economic factors (the trade 
deficit, interest rate policy, etc), raising the minimum wage is an economic 
non-event. 

■I Opponents say that the minimum wage is old-fashioned and that what workers 
f'eally need are new skills Winning the War on Poverty requires many 
approaches, but raising the minimum wage is part of the answer. It's still the 
best way to bring millions of America's low-income workers into the economic 
mainstream. 
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Chart 5 
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July 2, 1967 



Hon. Gtor^e MilUr, ChaixBui 

S«l«ct CcanlttM on Chlldrm, Youth, and Pamillc* 

0. 8. Room of toprcMntativM 
Maahington, D.C. 20515 

Oaar Chainan Millart 

At yaatarday'a baaring you aalMd wm to provlda woam 
additional aatarUl for tba rwcord on p^plc aamlng 
tha minim wa9B and paopla working part-tiM. I mm 
•ncloaing tha follovingt 

1. A Pabniary, 1966 articla froa tha Buraau of Labor 
StaUatica' Woothly tabor Maviaw on charactariatica 
of hoorly-ipaid tmrlwrs. ttii* articla indicataa that 
of thoaa aaming tha Binm ««9« or laac, 60 paro«it 
vara undar aga 25 and ona-third ara tMnagu*. 
riftaan parcant of thoaa ^r^ing tha ■<'«i-ir« wage 
••ra wommn, a fact that wa« acoountad for by tha fact 
that a difproportionata nwbar of woaan work part-tlM. 

2. A Juna, 1966 ataff working papar fron tha Oongraaaional 
Bodgat Offica. Thia articla indicataa that only about 
7 parcmt of workara baing paid on an hourly baaia 
wara paid tha ninim waga. Four-fifth of all ainin 
wagB workara ara not poor bacauaa two-thirda of 

live in faailiaa in which at laaat ona othar waatui 
has a job. 

3. TWO articlas and a raport frc« tha BLS on charactariatica 
of part-tiaa workara. 

I hopa thia aatarial will ba halpful. 

Sincaraly. 



•ruca lartlatt 



Hoik^ 9i*f Ci«M DMk Chk «wi 



"""^ HmChi.l-fe,U„ }^\mAmtA 

NJE. • W w h lip u 1.00 20002 • (202)546^ 
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[This article is based on 1984 information.] 

Monthly Labor Review vol. 109, no. 2 (February 1986) 



Hourly paid workers: 

who they are and what they earn 

More than half of all wage and salary workers 

were paid by the hour during I9S4; 

median earnings were $5.95 per hour, but 

a closer look reveals many variations among groups 



EaklF Meujor and Steven E Haugen 

Hie Bureau of Labor Statistics puMuhes srvctal (faffcmM 
dau sows 00 dK bouriy eaminp of woffccrs. each high- 
bgiMjiiidiffiemMwtifluraiidjob-iclatedchancter^^ All 
bat one of iheie aenes are bated on surveys of payroll mi 
otter lecoids of bosness estaNishneMs Dtu (mm diese 
senescaalatncoasidei«bfe industrial detail IncoMrau. Che 
reroaiaing eaniings Kfiet IS based OB a natioowide aanvle 
lurvey of hottscfaolds. and prcmdes detailed m/onnation on 
hourly eammp by die dcmofraphic and social dmctens- 
tics or dK wafc earner* ' (See die anmdu on pafe 26 ) 
Moreover, die eanungs obtained n die Cunem Population 
Survey (CPS) of households represent oniy houriy wages 
piMJ to die employee— stripped oT any effecu of ttpa. 
premium pay for ovcmme. bonuses, and commissions 
More diao half of aU wage and sal«y wotfccn vc m diu 
catcfory 



Eiri F Mtllor mi Sirwi E HM|n m KOMMma w ife Divmmi of 
F wpi o/iM mi Uw wfl ujw i AmI^m Office of tm^jmM «rf 
UttMpiojncM Sumun twcw of Ltbn SuuMict 



Who to by tiK iMwr 

Altogether. 92 million Ammcan worfcen were paid 
w^ or salines ui 1984. and 54 miilionofthem were paid 
at hooriy nies The method of remuneration leoeived by 
wotfccn IS cloaely baked to die oatare of joba held For 
eumple. 10 percoii of aU paft'tune wocfcen were paid by 
*e hour, compared with 54 pereeoi of die Wl -time wofkeri 
the fact diat women were more likely thaa men to work p«t 
time » reflected 111 dK larger propumon of women who were 
«d by die hour— 62 pereentvcnus 56 percent (tMe I) 

Hie same explanation appbes to younger vcnus older 
wotfccn The proportion paid hourly nm was highest for 
teenagers^ pcroeat—aiid lowest for dKMe m die ceatial 
pnme age groups, comprumg die 33 lo 49 population Even 
for tfiooe aged 70 and over, die propoftion ww f» below 
diat for lecnagen and young aduhs Hie high praportioa of 
young workers paid ^ die hour reflects dnr tendency to 
work jolh part time and port yeir. and u occupnuons leu 
likely to be salaried even when diey «e employed all ye« 
in fiill*tiine jobs 
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t waken, women were more likely thn 
hoHity mes. whik ibe icvcne wu tnie— 
er cxtenl— for Macki aarf HupMucs Hie 
iJiows. however, dut ibe iiliiaiioa it 
wben Dumben ire reported for full- and pan- 



fan time 

Mm WoRwn Men Women 

J2 0 J2 J 79 I II 2 

6t 3 645 77J 77 3 

M4 6I6 103 M7 



For fUf-tune etnployeea. the more boun people wofk. die 
more bkdy they are lo be m a saianed ratfier dun m an 
hourly paid position About dtree ftfth* of die men who 
uatially woifced exactly 40 houn a week were paid hourly. 
co mpared with juit over two-fifttu for dioec worfcuig 45 lo 
4S houn and oneTiftti for dxMc worfci-^ tO houn or more 
Thu paoem wa» itmitar for women worfcing full tune 

Jht occupational diitnbution of hourly paid worim 
shedi further light on tfusrelaiiomhip As diown m table I . 
fewer dian one-fifth of worfcen m cxecuttve. adminutralive. 
and manafenal occupatiom and about one-fourtfi of dKMe m 
profesKonaJ tpeciahy occupation! were paid houriy r«es A 
uibitantial number of employeetmdieseoccupationa put u 
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long wofliweeks, with one-quaiter of the two groupi (com- 
bmcd) woffcing 49hoiinortnoceaweek contrast, tbout 
nine-tenths of woilien employed as machine operaton, as- 
semblen, and HMpccton, and as handlers, equipment clean- 




OMp:ial|M 



ers. helpers, and laborers were paid hourly wages, but fewer 
than one-tenth put in 49 or more hours a week 

The data illustrate the mvene relationship between the 
number rf hours usually woflied and the likelihood of being 
pud at an hourly nie It u beyond die scope of tfau amcle. 
however, to fiilly explam the nature of this relationship, 
because information is not collected 'n the CPS on several of 
the factors which may be uvolved These uiclude data on 
the overtmie piwuions of the Fair Labor Standards Act, the 
provisions of odlective bargainwg a g re emen t s , die extent 
of nonpecuniary compeiuiiion derived from a job. and 
productivity 
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Median hourly earnings for people who were aanally 
paid hourly rales in 1984 were $S 95— $7 27 for men and 
SS 06 for women (See table 2 ) It is unportanl to under- 
stand die significance of what these dau iqiresent Hourly 
eamu^ datt are commonly ralnilaM^ for of/ woitoi 
(wage and salary) based on information on dietr wedtly or 
annual eanungs These figures wiH be typically higher tfian 
would be die caae for those whoae pay rale is hourly For 
ejiani(te, die median wedity eanungs of ^ wofkcn potting 
meiarr(y40bounaweck— «majortfyof^worfccn — was 
$312 m 1984, when divided by 40. ihKtuim out 10 be $7 80 
an hour The median hourly wage among woikcn nclu^ 
pud by the hour and reported as usually worlaf^ 40 boun 
a week was $6 95 THu ddfcrenoe m lo be expected, be- 
cause die weekly earauifs data uchide components of cam- 
mp beyond stnigbl-luiie wages and many higber-paymg 
jobs are salaried 

The overall female-iD-male cacmi^ ntao for fiill-tune 
woifccn paid hourly rales — 70 penect— is S percentage 
pomis higher dian diat asiofiaifd widi the medians m die 
weekly eanungs senes for all fiiU-tnoe woikcn (65 per- 
cent) Ihis findiQg may be explained by die more homoge- 
neous umvene for die hourly canii«p data r unboned 
above, dial ts. nak-donnnaled higher-pnymg oc mons 
are more bkety lo be salaried 

Between 1979 and 1984. die femak-lD-mak canunp 
ratio for hourly paid woikcn roae c on ai derrf^ y for whiles. 
Uacks. and Hupamcs. whercai die Mack-lo-while and die 
Hiapamc-io-wnNe cammp nhoa were vifttally unchained 
(See ttMe 3 ) KegmUess of face or cthmciiy. die hourly 
canuiigs of men raae by aboni 23 p erotn l over the period 
and dK»e of women about 40 percent, die CoMuroer ?net 
Index for All Ufban Cooaumen raae 43 pcroeai 



$3 64 for leeoigen lo highs m die $7 17-$7 37 mpe for 
ape fmpswidun die 3()- 10 S4-year bracket M 1984 Men's 
wages peaked ai about S 10 an hour for dioae between 40 and 
54 yean of age. while die peak for women— SS 8l->waB 
not only much leu, but also occuned ai a younger «ge~ 
among dioae m dKir dufiies The female-io-male eanwigB 
ratio, at about 90 percent for itnagen. declmed wMh age lo 
die 45-to-49 group, and foae diueafter The higher raboa at 
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both ends of die ifc spectnun may stem from the fact ttuM 
higher propoitions of wage earners in these age groups aie 
paid at or near the minunum wage 

Hourly pay u wide-iinging among occupanonal and in- 
dustry groups Median hourly pay ranged from $4 OS for all 
service jobs to S9 42 among die professional specialty jobs 
In die latter group, die median for men was a liitk more 
than a dollar higher per hour than that for women, a gap 
much closer than the overall difference Among the major 
industrial groups, median hourly wages of bodi men and 
women were highest in mimng, constructioo. durable goods 
manufacturing, and die transpoftatton and ptMtc utilities 
group Wages were lowest ui retail trade, private house- 
holds, personal services, entertainment and recreation, so- 
cial services, and agnculnne 




Clearly, median earnings do not toll die whole story The 
median for two different groups could be similar, yet die 
disirriMtion of earnings of one group may be tightly clus- 
tered around die median, while that for another group may 
be dispersed Therefore, it is usefiil lo look n distnbutiona 
as well Table 4 shows die percent distnbution of hourty 
wages for major d ei nograptoc groups Regardlew of dw 
median, each demographK group has some people with 
eamup of less ihan S3 an how and oifaen widi as much as 
Sis or more (It should be noted duK for some populauoa 
groups, die extremes of die distribution may contain only a 
small number of sample observations ) The following dis- 
cussion focuses briefly on die likelihood of wage eamen 
receiving Sl2 m hour or more, die figuie diat is roughly 
twice die overall median of SS 93. and on diosc earatng n 
or below die pievailiog nununum wage of S3 33, which is 
a litde more dian half die median Each of dicse high-payuig 
and low-paying caiegones accounts for roughly one-tenih of 
all hourty paid woffcen 

Kecetving $12 or more per hour The likelihood of eam- 
uig at least S12 an hour in 19S4 was over 3 tunes as great 
for men (about 17 percent) as for women (3 percem) Hie 
proportion for white men was about half again as high as 
ttiat for Nack men, among women, both whiles and Macks 
were tboM equally as likdy to earn diis amount (each iboul 
3 patent) Fewer dfln 2 percent of die workcn under age 
25 were m dm higher ptyuig casegory Among worken 25 
and over, the propoi ti on rose from 6 percent for those with 
only an elementary Khool education to 23 percent for rtiose 
comfrietmg 4 or more years of college At each level of 
schooling compleied, men were more likely dian women to 
cam $12 in hour or more However, the disparity narrowed 
H successively higher educational levels* as men not com- 
pleting high school wcfc more dian 10 times as likely as 
women lo earn this amount Among those with 4 years of 
high school or more, men were 3 times as likely as women 
loeamSl2 per hour or mote (26 versus 3 percent) The ratio 
was 2 to I among college grMhiales (31 versus 16 percent) 



About 13 peront of fiiU-tune wage eamen made ai least 
Sl2— 19 peioeni of the men and 4 peiccu t of the women 
but fewer dian 3 percent of part-tune workcn earned this 
amouoi Amoiig woifcen pulling u more dian 40 houn a 
week, die proportioo was IS percent — Ig percent for men 
and 6 percent for women 

Among die miyor occupational gmqis. 25 peiceM of bodi 
professional specialty worken and diose ui die pncuios 
production, craft, and repair group earned SI2 an hour or 
more in I9t4 At die lower extreme. 2 peroeni or fewer of 
those in sales, service (except protective service), and farm- 
uig, forestry, and fishery jobs earned dus much 

Mifumum and submtmmim wage workers The prevaduig 
mmunum vage, which has been S3 33 per hour smoe iian- 
ary 1911, was established by die 1977 revisions lo die Fair 
Ubor Standards Act (aSA) of I93t About 4 1 nnUka 
worken were reported as earamg exactly S3 3S an hour m 
19S4, and 1 .( nuUion were reported as earning leas dun due 
amouM Together, these woiken oonsHhiied riiout 1 1 per* 
cent of all hourly paid worken 

It IS important lo oole at die outset dut die preseaoe of a 
sizable group of hourty paid woiken recetvmg less dMB Ike 
nununum wage does not necessarily ladicale widespread 
violations of die fUA. as there are a number of exempnons 
to tts nmumuffl wage provisions lliese exemptiona are 
wide-nnguif and mclude employees in outside sales work, 
low volume retail trade and service finns, and seasonal 
amusement establishments ' 

For die most part, diose eamuig S3 33 and hour or leas 
tend to be young About 60 percent of dme widi dieic tow 
eammgs were under age 25— one-diud were tccnagen 
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Amomg wingfii tkne, nearly 40 percent eaned S3 33 or 
lew ftnow 63 aod over — wtuk repretentiiif only 3 per- 
cat. of Che total oumter of muumufii wage earnen — dso 
had a retaiively high probabtlMy of eammg ac or below 
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The Minber of pan-tune woriwn eamiag S3 33 or less, 
at 3 9 milhon. was neariy twice the number woriung fiill 
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tune Given the fact that women made up a dispropoccionaie 
share of paii-ctne woriien paid hourly rates (69 perceot). 
those woriung pad tunc accounted for almost 43 percent of 
alt low-wage workers in 1984. men woriung pan tune ac- 
counted for wboM 21 percent 

An examiiiatiOB of muumum wage workers by race aad 
ethnicity shows dial only a slightly higher proportMn of 
blacks diaa whites and Hispanics earned S3 33 or leu 
Nearty 14 percent of die Mack popula t io n were m this ean- 
uigs group, oonpared wid) 1 1 percent of both Hnpaucs Md 
whiles 

Given die dueci correlation of educational attamment Md 
canangs, die hkehhood that a person had bouriy eamuigs at 
or below S3.33 per hour dwwwshed with ncreased school- 
Wg Among bouriy paid workers ajed 23 yean and over 
wMh leu than 4 yean of high school. 10 percent were low 
w a g e ea iHei i . c om pare d with 6 perocnt who finished 4 yean 
of h^ school, and leu than 4 percent of thoae wnh 4 yean 
or mm of college 

Of die foarmaioricgiomu die United Stales, the largest 
pwy ur ti un of dMxe at or bekm die mmtmum wage hved m 
iheSoudi(40pefoent) Overall, npercentofallbourly paid 
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woften in chc Soutfi earned die minimum or leu, compwed 
widi 12 perceM ui die ^(o^h Central regioa, 9 peiccnt in the 
NortfKait, and t pcroeM in die West 

Nearly half of all minimuni wape wnien held lervtce- 
type jote in 1984 Service occupationt widi the highest 
concemnuoas of low^payu^ jola inchided pnvaic bouae- 
hold work, food services, and cleaniqg and buildtnf serv- 
ices It a oouMe that persons employed as food service 
wotiers accoiuNed for 31 percent o.'idlworfcen at or bekm 
die minmuim wafe, of diat number, roughly half worked at 
die minimum of $3 35 and half woriud below di» level 
ApoLju area in which therr was a large propoition of per- 
sons worfciqg at or below $3 35 was m sales occupatioas, 



particularly in retail sales, m which nearly I out of eveiy 
4 employees earned die nununuro or leu It should be le* 
metnbered, however, dial for many woriung tn sales and 
food service occupations, tipa and conunusiont supfrtemenl 
(to vicymg degrees) die hourly wages received 

THIS ARTICLE has focused on eamugs as a pure w«ge paid 
to the employee— stripped of any effects of tips, premium 
pay for ovenune, bonuses, and commissions As die find- 
uigs have suggested, die weahfa of uformacion available 
from die Current Populatioo Survey helps provide a founda- 
tion for fiirdier studies whKh can shed more light on dre 
coodttioQS of workers paid hourly rales □ 



FOOTNOTES 

* Sec tu tttatmrtt tf Cam^enmom Bulklui 2219 (Bmkn of Libor houn uMully wOfted In dK utc of Mtiiken wnh (wo or flwfe jotM. the 

SuMm Itiai far • coavicie 4cicnp(ioii of iu camflfi tcnn dMa mlMaedacconbitg to iheoDnptiwatf which tfieenipfayccwaife* 

Aamg iltttt tn iK Cmtm EaiploynKai Stauun Sw««y. Kh» Wage the mmi howt 
%>tnrf\ md liiiHir> Wage S/aritft 

' DM m wntwMfcs by o fv tfm x m refer lo hom actMlly wortud ' S« 9fpo» of MunmmK W*ft Saiiy CommutOH. Vofaat I. 

4irMf each wiaii t Mnwjr icfemic* w«ek rMhtr th«i lo dK MMnhrr of p 107 for • «Mirc cowpleic hH ol Ml aM panial cunfMH 
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APfENDK: Howly caratafi data fron the CPS 



The Current Populabon Survey (CPS) is i monthly sample 
wrvey conducted by the U S Bureau of dw Census for the 
Bureau of Labor StMiuics, Malug about 59,500 house- 
holds, m SO Stales and the Distnct of Columbu Dau on 
hourly earnings are collected from one-quarter of each 
month's CK sample dvottgh <|u.stions 25B and 25C, which 
read 

25B Is paid by die hour on dus job'> 
25C How much does earn per bour'^ 

Ahhouih dMa are coUecled mondily, die numbers are 
aigregaled umo quarterly and annual averages to fflcrea>> 
dieir stalisucal leliabUity On a quarterly basis, die dau are 
««^!aled by sex, race, Hispamc ongin, age, marital Hams, 
nmor occupation and mdustry groups, and usual full- or 
pan-time status Aanml average data are also tabulated by 
region of re*idcnoe,Mnnber of boun usually worked, yean 
of school tonp l n e d , and more oc c u p ational and mdustrial 
detad Whik both die quartcity and annual average tabula- 
tions provide dniributional data (for example, die number of 
woftcn earning between $5 and $5 99 per hour), die latter 
ibow more wage categ ori es , as well as data for mmtmurii 
wage wofkers. 

Between 1973 and 197t, houriy earnings data were col- 
lected only once a year as pan of a su p p tem e n t to each 
May s CK C o m parability between diesc and more rBoent 
data IS affected by changes m questionnaire desip, die 
coverage of die wage and salary worker univene, and die 
haodlmg of survey nonresponaes As a result, whereas esu- 
malei of die proportion of all wofkcrs paid hourly iwcs 
between 1973 and 1971 ranged between 49 and 51 percent, 
changes mtroduoed m 1979 caused die prapomon to jump to 



59 percent, where it has remained In 1983. there were 
changes to die emire occupational classification system 
which preclude occupatioaal comparisons with previous 
yean In addition, a change a die mediod of estimating 
medians introduced the same year affects the comparability 
of any medians under $3.00 or over S5 99 per hour 

As IS die case with estnnales from any sample survey, Ike 
resuhs can vary by chance because a sample, radier dian die 
entire popula ti on, is surveyed A measure of dus variation 
IS called the standard enor If samples are repeatedly drawn 
and estimaies are oompuled from each sample, m appioxi- 

aiely 68 out of 100 samples tbe actual population value 
will ddTcr from die sample estunaie by less dmn one stand- 
ard error In approximately 90 out of 100 samples, die 
population vahie will differ from die sample eatmzatt by leas 
than I 6 tunes die standard error All statements of oompan- 
son appearing n dus article are signifkani at die 90-pereeot 
levdorhigher Users are cautioned against drawing oonclu' 
stons boa small difTcrenccs among nundwrs for small pop- 
ulabon gmups because of die relatively latfe samplii^ 
emn asao ci and widi ealifnaies baaed on amall snnple 
sizes In addition, results are sobiect to ciran of response 
and oonrepomng — errors poaaible even in a oompleie cen- 
sus These can result from dtfTerences m tbe imopretatioo 
of questions, die naMity or unwUhngness of respondents 
to provide coriect answeis. die rounding of figares, eiron 
of proceaamg. and eiran made in rstimatmg vahies for 
missiqg data For more mformation residing tbe collec- 
tion, processing, menu, and hmrtstioos of CK data on eam- 
mgs, see Earl F MitfkK,TechiucalD€Scripiipn<^theQitar' 
terfy Data on Weekly Eammgsjrm the Cvrretil fopulatMm 
Survey. Bulktui 21 13 (Bureau of Ubor Statistics. 1982) 
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[The Minimum Wage: Its Relationship to Incomes and Poverty, is retained in 
committee files, in its entirety.] 



THE MINIMUM WAGE: 
ITS RELATIONSHIP TO INCOMES AND POVERTY 



Staff Working Paper 
June 1986 



The Congress of the United States 
Congressional Budget Office 



This analysis was performed by Ralph Smith and Bruce Vavrichek of the 
Human Resources and Community Development Division, under the super* 
vision of Kancy Gordon and Martin Levine. Questions may be addressed to 
Ralph Smith (226-26S9) or Bruce Vavrichek (226-2676). 
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SUMMARY 



Afttr bting Inertastd numtrous timu durinf lu nctrly half etntury of 
txittenet, tht ftdertl minimum m%gt of $3.3S ptr hour hu not btin rtbtd 
tinet Jtnutry 1981. In the fivt yttn since then, prices havt Incrtattd by 
tbdut 26 percent, thereby reducing the purchuing power of the minimum 
wt|e. The minimum wep also has faUen relative to poverty thresholds* 
because these thresholds are adjusted for changes in prices. A person who 
worked year-round f uU-time In 198S at the minimum wage rate of $3.3S per 
hour— and who had no other source of income— would have had a total 
Income slightly leu than the poverty line for a nonelderiy two-person 
family; in 1981, this level of earnings would have been Just below the 
poverty threshold for a family of three. 

The relationship between the minimum wage and poverty Is more 
complicated, though, because only a minority of minimum wage workers are 
employed year-round on full-time schedules. Moreover, whether a minimum 
wage worker is poor also depends on the amount of other income received by 
the worker and family members, and on the applicable poverty threshold for 
that family, which Is determined by family sise. The empirical analysis 
reported here attempts to sort out some of the linkages between low wages 
and family incomes. The major findings include: 
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0 In Mtreh lltS, tbout 7 ptfctnt of aU worktn who rtportcd bting 
ptid on tn hourly buis wcrt paid the minimum waft rati* anti 3 
ptretnt wtrt paid Nlow that rata* If 

0 Only 0 if th of tht S*2 million worlcan who raportad bainf paid 
at or below tha minimum wafa in Mareh HIS had worlcad yaar- 
round fuU*tima in 1914. and only about 120,000 of thasa yaar- 
round fuU*tima minimum wafa worlcars wara poor* Tha lattar 
astimata ia aubjact to a wida ranf a of unearuinty, howavar. 

0 Four*fift}» of al! minimum wafa worlcars ara not poor, althoufh 
thosa aaming tha minimum wap arc mueh mora lilcaly to ba poor 
than thota whoia wap ratas ara hi^har. Part of tha axplanation 
for why ao many minimum wa^a workars ara not poor is that ovar 
two-thirds of tham ara in familias in whieh at laut ona othar 
mambarhasajob. 

0 Just ona-quartar of all poor hourly wafa workars ara paid at or 
balow tha minimum rata, although poor workars ara mora likaly to 
be paid tha minimum than ara nonpoor workars. 



Workars could lagally ba paid a waga rata balow $3.35 par hour if thay 
wara not subjaet to tha mmimum atgt rata or if thay wara subjaet to 
a spacial lowar rata. Workars aUo mijh* inacc^irataly raport thair 
waga rata. 
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Mr. Wheat. Mr. Levy, let me go back to your original thesis 
which was, there has really been no significant increase in inequal- 
ity. I recognize that you pointed out that there have been dramatic 
changes in some of the subgroups. But I was looking at the table 
that you provided, table one. Between 1949 and 1969, there seemed 
to be an increase in real equality, and then there seems to be a 
steady decrease since that time. Are you just judging that the per- 
centages that you provide us are not significant in terms of a 
change? Fm not sure how you come to the conclusion that you 
have. 

Mr. Levy, /es, yes. 

Looking at the numbers I gave you, I would say that if you 
showed them; to most people and said, ''Do those lines, 1949, 1959, 
and so on, look radically different from one another?" I would say 
that most people, or at least I myself— I can't speak for most 
people— would say those numbers have moved in fairly m^cri te 
limits. 

If you turn to the next page, which is the graphs of the income 
distribution, my sense of what had gone on and wnat this issue of a 
vanishing middle class is about is that between 1947 and 1973, 
while inequality did not change dramatically, the whole income 
distribution was moving to higher and higher incomes and every- 
body was getting better off. So the is&^e of a vanishing middle class 
never surfaced. 

Between 1973 and 1984, incomes have declined some, inequality 
has increased a little too, but what is driving this notion of a va*> 
ishing middle class is that being in the middle of the income distri- 
bution is no longer sufficient to buy what we have come to define 
af I middle class standard of living, and it is purchasing power 
more than just simple inequality that is giving rise to a lot of these 
issues. 

- Now if you feel that these numbers are big, that certainly is an 
interpretation. I lust don't make that interpretation. 

Mr. Wheat. Would you say that the numbers you have provided 
to lui indicate that the previous trend— and there clearly was, as 
you point out, a perception that there was going to be increased 
purchasing power available to people as fliey moved into the 
middle class— that that trend has ended? 

Mr. Levy. It certainly has ended over the last 12 years. Now 
what happens for the next 10 I don't know, but the last 12 yeai-s 
that has ended, yes, sir. 

Mr. Wheat. One more question about inequality. You point out 
the subgroups, that the treatment of the elderly has improved 
probably due to legislation that had been passed much earlier that 
jurl now we are seeing the effects of. But are there other suteroups 
that you would point to where there are clear trends toward a de- 
creased percentile of income? 

Mr. Levy. No. I think the basic change I see is the one I men- 
tioned before, that f mong families, families with children, hicomes 
- are getting less equal, in part for the demographic reasons I de- 
scribed and in part because of the recession, but that that doesn't 
show up in these statistics in table one, because as some families 
with children Jo worse, elderly families, on average, are doing 
better, and it is a kind of wash in the overall statistics. 
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Mr. Wheat. Specifically, I don't know if you have looked a this, 
but specific information about minority groups in this country, 
about single women who are heads of households, do your date 
show anythmg about the spread throughout the economy of income 
of those persons? 

Mr. Levy. Sure. If you look at the income and equality, say 
among black families, that has increased dramatically over the 
pa^ 25 years. We know the reason for that. That is driven basical- 
ly by demographics, the big split between female-headed house- 
holds who average now about $8,000 a year and black husband-wife 
families who average now about $24,000 or $25,000 a year. As more 
families fall into the female-headed category, that spread just 
opens ui) like that. Sure. ^ 

Mr. Wheat. Mr. Bartlett, you made some interesting comments 
about part-time work also. I would refer you to page 8 of your 
statement. There is a line in there that refers to: "Mothers, for ex- 
ample, tend to prefer part-time to full-time jobs because it rllows 
them more flexibility in balancing a job with child care. If part- 
time employment were not available to these women, many would 
not be able to work at all." 

I lake it here there is a suggestion that jobs would be going beg- 
ging but for the fa t that industry has chosen to create these part- 
time jobs just to have the ability to pull people into the job market. 

Mr. BAR-njnr. I thmk that employers tailor their work schedules 
to attract the number and quality of people that they need. I'm not 
sure if I understand the thrust of your question. 

Mr. Wheat. I think what you are suggesting Is that there is a 
clear preference among mothers for part-time work as opposed to 
full-time work. You state it pretty strongly here. 

Mr. Bartlett. Yes. 

Mr. Wheat. And I would ask you how you square that with what 
the statistics would indicate, that now it takes two parents working 
tull-time at lower level wages to support a family as opposed to 20 
years ago when one person working in a family could support that 
same family. 

Mr. Bartlett. I was onl" trying to make a comment about why 
people work part-tune, and there wasn't necessarily any suggestion 
that women are taking these jobs because they necessarily have to 
mamtain family mcomes. They may just want to work. I was think- 
ing more in the case of somebody who just wants to work because 
they want to and not because they necessarily have to to maintain 
a family income. 

Chairman Miller. ' /ould the gentleman yield? 

Mr. Wheat. Certainly. 

Chairman Miller. Just on that point, when you start to look at 
the economic distribution of families, they would also have to want 
to maintain a low-income famUy, those people who are in that 
work force. It seems to be some explanation that they are working 
part-time because that is the best they can do with child care ar- 
rangemente; that there really is no other option for them; that they 
would obviously prefer to participate in a higher-income family, 
but that IS not available to them either. 

Mr. Bartlett. The BLS calculates data for people who are work- 
mg part-time because thty can't find full-time work versus people 
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who are working part-time because they want to work part-time. I 
can provide that data. The number of people who are working part- 
time because they can't get full-time work is very small. 

Chairman Miller. The key hinges on why can't they. 

Mr. Bartletf. I don't know. 

Chairman Miller. One of the questions is, is that because they 
can't find decent child care, or is that because there is not a ftill- 
time job they want, or because they also want to take care of their 
child? I don't know the answer to that one. 

Mr. Coats. Would you yield on that point? 

Chairman Miller. It is not my time, I'm sorry. 

Mr. Wheat. I would be happy to yield. 

Mr. Coats. I have some statistics here, and I don't know how ac- 
curate they are, but the Council of Economic Advisors has supplied 
us with some numbers on this very question, and they indicated 
that 19 percent of persons that work are part-time employees and 
70 percent are voluntazy part-time workers, but the key figure 
here is that the share of involuntary part-time workers is 5 percent 
of the people that work, which would support what you were 
saying. 

In other words, those who are working part-time because they 
can't find full-time work, according to the Council of Economic Ad- 
visors, is 5 percent. It is 5 percent more than we would like. 

Mr. Wheat. Reclaiming my time, if I heard what you just said, I 
thought of the entire work force 5 percent of the people who were 
working were involuntarily working part-time. Is that what you 
just read? That is not the same thing as saying that of the part- 
time woikers only 5 percent of them would choose to work full- 
time. I would very much like to see statistics on that. 

Ms. ScHOEN. You just gave it. The statistic is as you read it. 
There are roughly 70 percent who say it is voluntary and 30 per- 
cent who say it is involuntary on just the breakdown of the part- 
timers. 

Mr. Coats. Yes. We don't know if it is involuntary working at all 
or involuntary working part-time. We need to get the statistics. 

Ms. ScHOEN. But they don't ask them the child care question. 
They don't ask, "If you got higher pay, would you work more 
hours?" In fact, when people are asked would they work more 
hours at the same rate of pay, 30 percent say, "Yes, I would." So 
the part-time statistics are quite unknown in terms of what is actu- 
ally out there, but the involuntery group is the fastest rising group 
over time of the whole part-time group. 

Mr. Coats. Again, the stotistics I have indicate that that share 
has fallen since 1982. But I think the key is to get the proper sto- 
tistics in front of the committee 

Mr. Levy. For what it is wor^ .i, and I'm not sure how much it is 
worth, the work/welfare experimen*"* that are bein^ run by the 
Manpower Development Research Coiporation in New York and, I 
guess, about 10 or 12 Stotes, including California, one of the things 
that surprised them was that day care turned out to be much less 
of an obstacle for welfare recipients to take jobs than they had 
thou|^ht. They thought that that was going to be a mcyor problem, 
and it turns out that people manage to woric things out somehow, 

ERIC 4 . . Q 



135 



maybe not ideally but somehow. If you want, I can dig that stuff 
up. 

Mr. Wheat. I, personally, would appreciate it if any member of 
the panel who can provide us mformation on the topic of why 
people work part-time, how many of them would work full-time if 
they had the opportunity, how day care affects their ability to work 
full-time or part-time, all of that would be important, and I would 
very much like to see it. 

[The information follows:] 
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Monthly Labor Review vol. 109, no. H (November 1986) 



Preferred hours of work 
and corresponding earnings 

Most workers are satisfied with the number 

of hours they currently work, although about f of 4— 

especially young people and low earners— 

would prefer more hours and more money; 

very few would trade income for leisure time 



Susan E Shank 

IffivnarimoeofwoifcMif tennc. fewer, ormore boiin 
u *e wne me of piy. noil mytoym* would prefer die 
iMK Mmbcr of homt. Am addNml oK-fawdi wadd 
picfcr 10 wofk noic ham% mi cm ikmc moaty. while t 
pencM womU cteoM 10 woft fewer Imn tad cm pnpor- 
uoMiriyteuaMncy Ite r«dMt wcU over helf of aU 
wortbcn m MMfied wtfh dKv pmeM hamt mi pay u 
bmtd OB mlmmmtim horn « lew quemoM o» die 

Hay 19t5 iiiypliMicl to itt CwmM PlopvlMian Surrey 

icn). Md » m ■! wA icaito otemed Iram noMlar 

qeeaUOM nked by KnoM Md Mhen « 1966 Md by Lo«u 
Ham lad Anocak* » I97t ' 

llw dcfive of iMMteiioa wdh cwicai ho«n Md pey raci 
itoadUywi*aie h » abo poonwely ir'tfed lo dK mnter 
of bowf worited aad *e weekly canw Se«ci The "more 
hovn Birf Boic mey" 0^ appcaL capecially 10 yoittg 
peopte. masy of whoM are wofciiig oaly part tune, and Ml 
popiriantydecfaMHeadriy v^aie A bir prapomon of 
mMomy woifcm. apeciaUy Men. would abo prefer lo 
woffc more boan and cam ffore noiicy 

Very (cw employed penom warned w wait fewer houn 
aad ean iumapondm^ly leu money However, women 
were more Ufcdy dMn men lo prefer reduced houn. even 



SwwiE SkmknmwBmMmmmamDmmm«lfMfk>ymtmtt*Vuam- 
0hrwmm Aariym Offiot «( r wplii jwm mi U M wifl i i jw iw Swaua 
9m m til Ufcnr Smwact 



Ihoufhii meant lower eanungi Alto, die propoftioa choos- 
mt diu ataeraative mcremed widi ife to a peak n die 35- 
10 44-a|e inrap 

The new cn quesmn aaked for employee p i ef c itooci on 
boun of work and oonesponddif earmnift— given dK same 
me of pay This qneatian wm bn on die tuppkmcat be- 
came n diffen sipnficanily from other labor fbice qua- 
twns. which foon on a penon's nctmty and craphoiise 
much more objective behavior The <|aestioa aAed 

if you bad a choice, would you prefer lo work 
The tame number of houn 
Md cam dw tame money'* o 
Fewer houn at die tame nie 
of pay and earn lets money'* o 
More houn « dtt tame rme 
of pay and care more money'* o 

laterviewen aaked dnt question dnecdy of the mpon- 
dcM—unhkc odier quettioM where a responsible pcnoo « 
die hotnehoU could icapond for an odier houtchold A«nh 
ben Seif-respoote was lequaed became picfeicncse IS uh 
heicMly mdmdnal Md snbfecave Asareauh. arformatm 
was not oNamed for app msu nately 22 peicem nf aO cm- 
ployed penons Nonresponae WH higher for men dmn for 
womn. Md wm sobataotiany higher for lecnagen and 
young aduhsdiM for persons age 25 and over ThcaesNn 
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the penoot less apl to be m home dunof ihe day and ttt'y 
evemns hows when mosc merviews «e cooduded 

In spue uf rtie difficulty in comactuii uidividiial lespon* 
deats. amim iMfc oiNaiMd from t of 10 wage and salaiy 
woitcn a|e 23 Md over la thu aiticle. dtfinbuiioas of 
m% the tame, fewer, or moie houn lad corre- 
t pay aic bawd oa dw kMal who icported nich 
prefLfcaces Abo. fht dau penaai only to wape lod lalvy 
wnkm (exdudM^ m p un iB d idf-envloyed penoM) 

Althoiifb dK foUowuif lectioas analyze w u r i w wk pief- 
cieooes aepanlely by vanous detnognpfac aad ja6 chanc- 
Kfutics. It If mportaat 10 note dHl laany of these charader- 
tfucs lend 10 occur iinwliaanoaily Rar exanple, youni 
peopieoAca wotk itlalfvcly few hows at hm rales of pay 
asd expaeai a Mroaf pwfcit a ce for noic hows asd moie 
mosey. It ihoiild also be noted thai pvtfcjcnoes aboai woifc 
houn aic already fcflecied. to MMne defrec, m the jobs 
woiicn caneady hold Tho a paiticiilariy tme for expcn- 
caoed adult workers who presuoiably have nwfc control 
over thev woffc schedules dian (!o voung people The anal- 
ynsof pufcnn c cs by actual hours at woifc Mid by eamtnp 
focvscs oa die 25- 10 M-afe group m order to exclude those 
age c a i cf ones where transition uMo and otic of dK labor 
maifcct have a major impact oo hours 



ti woriwr md Job chwAdcrMki 

P r c fc w ac c i about boure and pay difTeied by age and 
gender, as wcD as by prcscM eamui|s level and actual houn 
wnfced. Comlanotts between workweek preferences and 
vanous worker aad job characienstics woe generally in the 
expected duection, ahhough fome of the magutades wcae 
surprising For exanple. as weekly caramgs nxc, so did 
both the pffppurtwn of workers expicaanig samfartwm with 
thev cmeni schedules and tne proportion opciag for fewer 
hoars and less money However, a is noiewotlhy dnt ida' 
nvdy few men expressed a p i efcmu for fewer hours and 
lesspay Evea among dwse who earned SI. 000 or more per 
week, only 10 peioeai selected dus akeraauve 

Age and itndtr MmtM cwoHhn* of all workers ex- 
pressed sahsteoon widl dKir praeal honn and pay Una 
proportion rose steadily uftfh age— from dbout 40 p e i ce nt m 
the ie«n yean to to percent for waken 55 and over (Sea 
ttMe 1 ) Many older workers, especially duae ^ 65 and 
over, volunlanly work part ttme. wincfa oontrrimtes to the 
high d^ree of satisfacti on wnh ihej* present wor k u>e ek 

Whde the proportioa wMcmg to work the same hours 
mcicaaed widi age, the pcaoeniage desmag mote hours 
moved ■ die o p po a m daectmn Sbgfady more dun half of 
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the teenafcrs — many of whom wofi pan ume at low 
wifcs — said Ihey vimcd mace hours and pay. but relatively 
few older workers wamed more hours These diflerences 
reflect factors such as older persons' greater control over 
their wotk schedules, their highe*' earnings, afid less desue 
forchaofe 

The propoctKM piefcmng fewer hours and lew pay was 
small in all agt froupt Of the minnnty who wanted to 
chaftfe dietr schedules, more hours were p t tfened 4 to 1 
over fewer hours Only 4 pcroem of all woriwrs under age 
25 would like the fewer hours aheraaiive Even u the C4»i- 
tral afe fmipt. wheie this option was most popular, fewer 
diM 10 p e i c c i pfcfeired it 

Women were more Iifcdy dian men to prefer fewer hours 
and Icsa pay In the 23- to 54'afe group where child cart 
and other household responsibilities arc greatest, about 10 
p erce nt of Ifae women and 6 percent of the men wanted 
fewer hours The proponion of women prefemng this op- 
tion then ('art Med to about 7 percent m the 35 and over age 
group If ooKWii^ die p roport i on of men wafamg 10 wort 
fewer iKrn m wi* V (MA *e mnHhuttct. but dica held 
iKtdv atiM 7 parecM for wbioqwm aye gronpt 

t^cn prefened to wodi longer horn somewhat more f re- 
iTiCatly than women This dtfTercnce »^ most evident m 
dr young adnk yean, when bouscVId formation and 
ipendmg for conaumer goods IS high H< mever. the propor- 
tions p r cf ei i i iy to wotk more hours dccl ned with age. and 
in the 45 and over ^ groups were virtbally the same for 
women and men In fact, for older wotken there was lioJc 
drflier^ncc between dK prefincnces of men and women 
AppTDximaiely 10 percent ol all workers 35 years and over 
were sattsfied wuh ihev hout. about 13 percent p r efc ire d 
woikweeks. while 7 percem opted for fewer boun 

Wkaes, Hacki and Hupamcs SaCiifaction wnh currcm 
hours and pay wat pcMcr for whiles than mmonhes. with 
this dtfTcrence moat appaicM among nrtn (Sec laUe 1 ) The 
lelauvely tow slnfaition level for both blacks and Hispan- 
Ks IS associated widi high prapofuons wnmig nnorehoun 
and more moaey AppRMimaiely 4 of 10 Mack and Hispanic 
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men said they would prefer more hours, compared with 
about 3 of 10 white men The fewer hours and related paycut 
option was selected by only 4 percent of all black and 
Hispanic worken. whereas about 8 percem of whites made 
this choice 

Hours worked The proponion prefemng the same hours 
and the same money tmr. eased steadily wttn houn actu^ly 
worked up through 40 hours, tt then turned d o wnward (See 
table 2 ) As would be expected, the fraction wantmg more 
hours and mor* money fell aa hours wotked rose — but agam 
only through *>0 hours The changes tn p r eferen ce paoems 
■I the 4(Miour and 4 1 • 10 4t-hoHrs caiegoncs aic somewhat 
surpnsmg The peak in sattsfaction at 40 hours may reflect 
wide s pr ea d acceptance of die traditional 40-bour workweek, 
while the monetary mfkience of die initial hours paid at 
premium mcs. which many workers receive after 40 boon, 
may explam die small naeaae in the more hours response 
In any caae. die proportioo wanting more hours declmed 
agaui when actual houn reached 49 10 59 per week, and fell 
fiather (10 afeouf 20 percent) for duae wotiuiv 60 houn and 
over In contrast, the fmctior. prefemng fewer houn roae 
with actual worktune up 10 35 10 39 houn. It dwn dipped at 
40 houn before fesammg Its uptrend However, even when 
the workweek was 60 houn or more, the propo ni on prefer- 
rmg more houn was larger than that p r ef emng fewer boun 

OcctipaitoH and industry The ptMem of workwe e k pref- 
erences differed sharply across occupations, but vanations 
were smaller among mteypoopa (See iM 3 ) As would 
be expected, laiisfk&on WIS graM aao«g htildjr educMid 
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awtwtOpMdaMiientlaMlprofcMiMMlworfcen Thetc 
O Fcu p rt oi i alio toond ictevdy lugli oo ihr fewer houn 
cMoe aad low n (he inoce houn opooo 

SatufactiM wuh dw cimoN workweek and pay was leu 
oomaMM muoo$ aem- mi low-skilled manual workers and 
m d» -*Tvioe oonipolioas Only about half of the helpen 
aad tok^m. mi finniog. forestry, and fuhing workers 
V .Med 10 keep die sane hours Here afain. low satufactioo 
wrfi tbt turn quo correlated wMh a high preference for 
nore houn. The laner alMMiive wai picked by between 40 
aMi 45 percent of ihe scr/ioe workers. Mpers nd Uborers. 
ma dMMe a fiiiMnf. forestty. and fuhng occ up a ti on* 

PlMc a dmmi a tr a t ion waa die mduatry widi tSie highest 
p wyortiw of workers prefemag their current houn. aid 
tgnculture waa tfw loweat. Satisfaction was also relauvely 
low a retail nade. where fht ntngc workweek is short, 
and « oonatmction. where hours of work are often irregulv 
Apps OT i w ai r l ) 4 of 10 workers m retail trade, constivctioo. 
and ngncutane wanted more hours However, n public 
Biknii istiBliun only 2 of 10 preferred a kxiger workweek 



The data on preferred hours trf work imy be used to 
examme die effect of 'nroiine on ttadoofTs people make 
between work and leisuR ' According to Ubor simply the- 
ory. Mdmdunto decide how many hours to work based on 
riiev preference* for Icisuie versus aU odier goods Md serv- 
ices The w«9e rate represents dw amount of consumption 
foods dHi can be obtained per hour worked As die wage 
rale naet. two opposmg effects aie farouffa; to Nar on die 
homjdectsMn.' TV JwfcmcKM leads 10 a deoeae in 
knure oonaumed and an mcreaae m houn worked because 
a costs more m terms of eammp forgone In 



▼Mac «MMaiandpaypatainaoaf»ai4«aaw 
a^Ma and aaanr wartwa, by aaa and oarnkwirSr 



contrast, the income effect causes houn of woik to fall 
because at die higher mcome associated wiih die higher 
w«ge rate, individuals will want to purchase more goods 
generally, uicludmg leisure 

Tlie interaction of diese two effects determines whether 
more or fewer houn of labor will be supplied M hen die wsgc 
raa rises Both die substitution and uicome efiects are evi- 
dent in die backward-bending labor supply curve illustmed 
below 



Wngs ram 




H, H, H, 

HQ>jn worM 

The lower of (he curve is positively sloped, meaning 
diat a lower wages, tabor houn supplied increase as die 
wage n- However, above a cenain wage rale i^^). die 
curve . iy bega lo bend backward, a die income effect 
dominates 

May 1915 data on preferred houn by earautgs suggest 
some induect support for die >ackwaid-bending supp'y 
curve daory ' As earnings me to high levels for prime 
workittg-4ge adohs. smaller proportions wat to increase 
dieir workweeks and targer fractions prefer to decrease dieir 
houn of work ^ (See table 4 ) tlus findmg couU reflect a 
strong mcome effect— causing worken wtdi die highest 
caniinp to want to reduce their work hours — u occun on 
die negabvely sloped pan of die bnckward-bendin^ supply 
curve It could also indicate diat worken wiUi tower weekly 
eammgs also have shorter workweeks and are more hkely to 
want to moeaa. radier tfian decrease, dieir houn More- 
over, It IS important to note dm for men — even men earning 
S790 or more per week — die proponion wanung more houn 
of wofk eueeded that wanung fewer houn 
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Women are more witlmg than men lo focfo income for 
kisuiv Thn wm evidem at vutualiy ail earnings kvels— 
e*pectatly n the pome wofkug -afe groupt (See table 4 ) 
Ahom I of t women canung S20fr-$499 per week would 
pvefcr 10 woA (ewer houra Moreover, when weeUy evn- 
mgs reached S500 or more, tfw proportion prefemoi fewer 
hom wM gre«er rtian ttal wanung more bom No other 
worker group studied duptayed this preference pMem In 
the htghesl earnings c«egory. about oae-fiftt cf the women 
eipressed a preference for dnrter hours (more kiiutr). 
whik ooJy one-aevcadi wanted kwfer woifcwcdu (more 
mcome) h is also micrestingio note dial women's isusfnc- 
doo With dieir cuncni hours wcreased as evnmgs rose only 
uptoapoml ( to cam m g s reached t300 or reoic per week, 
die propomoo sMuTied leveled off. and n dien fell m dK 
highest caimnp category 

The picferencc pattern for prime working-afe men dif- 
fered sharply from duN for women At all emmgs levcb. 
die proportion of men wantu^ more hours was suhstMially 
larger dian die proportion prefcrrmg more leisure In the 
S300 to $499 eatmags lamte. men preferred more how 4 to 
I over fewer bows Even at wccUy carmags of $500 Md 
over, only about $ percent of pnme worfcing-age men were 



willuit to trade income for leisurt. whereas IS to 20 perccm 
wanted more hours and more money Also, die proportion 
of men satisfied widi die length of dieir workweek continued 
to nse as earnings mcreased Ihe substitution effect seems 
to outweigh tfwwcome effect for pnme worku^-age men— 
even when eaimnp are extreme^ high 

In SIM. two of duee employed persons u^ May 1915 said 
Ihey would prefer to work tfw number of hows diey cw- 
icmly work and can die same money An additioaal ow- 
iouidi wanted to work more hours and can more money 
Only t percent would chooae a shorter workweek Md less 
money As ratght be expected, die degree of sntfaction 
widipmem bows rose wnh age and wtfh weekly einii^ 
In contrast, die fnopomon wanting lo work mote hours Md 
earn more money, wlucfa was high for young peopfe Md kiw 
earners. feO sharply as 4ge and eamiogsmcreMed Women 
wwemore hkety dun men to prefer fewer howi Md a 
piopwtioi ttie red uction m pay Ahhougb tfK prapottion of 
men and women wiUmg to forgo nooroe for leisare tme 
was generdly small, it rose steadily as weekly e«nn^ 
uKicased Thu suggesu that at very high eareii^. die labor 
supply curve may bend backwwd Q 
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Part-time workers: 
who are they? 

A new d^inition cf part-timers, 
lailizmg existing data 
from the Current Population Survey, 
gives a more ticcurate estimate cf the 
number cf part-time workers 

dkmasj navqw 

AMn«ilitypicalypK&mdii««ilDa|40hoini««ek.dK To Rflect die dnwsity of imlvlaoe. M4 du^gpepn 
^— nra woifc face iKlnte • m Nii mI wmha of per- the dtfa tbonn people « iraik ksi dM 35 bom ■» 
MM who pM ■ fv fewer hoin. YoMg people «oriiM| dvee ibgro uw (I) ihoee vohnttnly m woik pen tme. 

(2) ihoee worium pert dne far 



rwipeM>iitte<,*oeeeiwii n— e i wi^miDie— ead dioee who iMelly iraik fUI tuw bei wortoed leee 

r active ii tfK woifc fane, ead woibcn whoee howi dMi3Sbo«ndiiri«|*er fenaccweekkeceMeorhoMqr. 

bees ndm becaaee of i rwii Mit f i wiHn M lee ex- dlmt. vacedoo. or oaiilar laeeoM Theee d«a are com* 
etoT 



at woffc moK Ac 1 35 ho«n (MMine woAan). laplnjed 
of dv vk^ieijr of MaalioM faMd at dv wovfc* peieoae who woe km at week darim dK eanwy icfcRaoe 
r MtflC m^Mi who Hady part-ttae CMplojr- week, aad ao ea iptoyBd pcnoai to yield eehaalee of die 
faMdiladMlndloaaoBpiiodete. faO- aad pert-miie lebor fame 1taeecaM«onceare«iefal 



AldK»# *a oflioal piiiaaeal drfiariMS of pert-oae far a vandy of analspeea. Tkt tmatm of pciMH at woifc 

woffcNcker.aedMbmdMflaBberofpart-lMMwoifconie pert tune far eccmnmr icaeoai. far ciaayle. m of mttnu 

mom Luwpto. k depeade oa eaacdy wkei ie beim aKee- eeaneaeareofaadsnolicaooaoflHMMieeeoaepeeeBdalio 

■ e d die Mel MHber of penoaa who woAad pert-raw ii aa lapoRMl ladkelor of *e q^dicel nwweeMeti at dK 



lifaor ■MihBt.^ Deia tbom dv fall- aad pert-oae lehor 
chooeeiowoifcpeil-haeho«B.ordKaMherwhoijrpicelly faeoee eee wad far aaiwplnyiaiat me rilnilihnae ead id 
woifc part hue. develop eevetal of ds ahenaiivc aKaeiMe of MMaploy- 

Each Midi dKiaeea of UhorSiadelKapaUHlMdatt oMat Aaiceheaoeoar aademeadiaiof dK libor oMihei ' 



eofd 
eof dKannberofp 

t 33 hoan B week— dtt offioel bouadeiy wortc pert ttOK For eumpie. dv concept of volwittry pen- 
I faO- ead pBil<4aBS eapfayBKai.' Hie deia ool* taaecaiployiBeaccxdadeepetioaB whowaatfaU-taaewoifc 
leded adade M dK ew eeai people woifc leu dHa bat eenle far a pert-one job The **ei woifc'* coaccpi ex- 
35 haan ee well ee dMr aeael Ml- or pert-oaa rtetie. cladee dK people who have pert -tune jobs bat were eway 

fRaa dw jobe danaf die eafvey icfcjcaoe weckheceaeeof 
vacaboa. dtoeit. or ote rceeoae The Ubor faicc cale- 
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want, not neceuanty die type they have 

Thtf article ditniwft available ILS data about pari -tune 
ivofkm. deacnbmg whM lafoniutioB is pybtuhed , and wg- 
gcaiaaiicwcombiBiioitof ihctlata all pcnoM who utu- 
aOy woA fian tone — wtiidi would provide a ama aoonie 
caiifiMicofpail-iiineen|iloyiiieal Tbe data are baaed on the 
Cumat PppMlaliop Survey (CFS), a momhly laanpk nirvey 
of about 60.000 bnttcholds nationwide, whKb provides 
tsfomiaiioii on die cm ployniain and unemployiiicui italiis 
and related charactcririci of die avUian popiilalioa 16 yean 
of age and over 



When definmg dieJUl- and part-tune natus of wcrten, 
die fint otmaidcTatioo isltiemiiiriierof houn woitoddunng 
dK Mirvey icfacncc week. As mencioned prevMwaly, 
35 hoan u die boundary betweeo fall- and piil-tinie em- 
pioyraeai. Pait-lnne work it defined as ksi dun 35 houn a 
week Woriuag leu dun 35 houn danjig die lurvey week, 
however, u not a suffkieal condition for clasnfying a per- 
son ai a pail-linie wofker The woiter's usual schedule and 
icaaoa for wotkng less diaa 35 houn a week also mun be 
considertd ^biaddiiXNiiowoikcn* pcdcrcaoe* icasons for 
pafi-tune houn can be eco no nuc - sla c k wnk, maienal 
dnnages. hrgwawg or eadinf s job, or because only a 
pafl-ttne jtib ooald be fouiid-~-cr Bonecononuc— bolidBy» 
IS, or bad weather Baaed on ihe« iwmI 
naoa for woifciag a part-Oi 
pcTMns ai woA less dun 35 boon a week i 
nooordmg to the panen dawn in table 1 

Those whoMaally work full tune bnl dunng die nvvey 
i gf c mce week woifced leas dian 35 hours for a owmw i m 
icasoo»~5 6 anlbon m 19t5— art uwi^amri wdb iboae 
who worked moic dwa 35 houn durag die survey week 
under (he Ubd tUMune achedales " U lenns of "labor 
force" claaaifkaiMi, penoas m work on lull-cune icfaed- 
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ules" are combmedwidi persona who are not at woritdaruig 
*e icfdcncc week but usually work mOre duo 39 houn, 
dioae working "part tune for ecooomc leaaons," snd unees- 
pk^ed workcn sedung fuU-iune jobs to form dK 'lull-cune 
labor force " (See box ) 
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focus of several studies m luooal ycan.^ They dearly are 
piii-tMen. The vast tn^^ordy of iicae woikm do MM warn 
or are aaamUMe far jobs wMch cdl for 33 houn or more 
of wokperwuek The i iihmlii;> pm-nma groiy plus ihom 
employed pcntNM not at wwk dmng dK luimiMe wusk 
who wuBDy woifc less ttan 35 hnn a wuak and niMm- 
ployed wmkcn who are aaebng inn hmi jobs fom Ae 
**pan-time labor force.** (Sue btn ) 

As Msmd above* woihen who put in liM tfMn 35 hnna 
week bacauae of alack w«k. the hmbility lo fled fnU-tane 
work, or snnilar iraaow die 5.6 miOian woihai on part 
tone for eoouomic nmona in 1915-^ Inehdid in ibt 
fuU-tme labor force. However, by uuath« tmm as a aiagle 
group* *e usual IWMhna/part-time woik sltfM of SKh 
worfcen is not rendily id entif i e d. And, dK two UMia compo- 
aeals of ihe gnMp— penons on slack woik and p 
oouldoalyf 
of dKiTBiud works 

Most of dw woffcen on *>n dma for i 
due to "slack worfc" usaaBy work fUl time, while aO who 
"oouM only find pan-tme work" uaaaOy work part dare. 
Betaous who worked less timn 35 horn dming dtoreisanoe 
week because of slack work, but who usually woik foO 
time, are workers who have AdMime jobs but are on a 
tedu ced work schedule tentpontUy hacaase of low dstnand. 
This graup expects to niun to s IUMmk schsdide when 



10 view such pcrsooi w ftdl-thne woiken. Thooe who 
worked less dnn 35 houn because dwy **oonld oidy find 
part-tune work," however, presem a som e wha t drffoiwt 
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•MMbo^ Ikipte 4bm fcr MMMe woffc. thMC per- 
MM OB^f pvt<liae jote. Itar pift-iiBe MMi nay or 
nqr oot dMfe m i nnmm i ammam nftovt, becawe 
*ey ««Midlm to M MoiKr job ■ ondcr to becoae 
Mt-ttae woAm. Tkmektt, to imvt it a me aocmie 
catiaM cf tfK HHritar of pcnoai «4o lypKaDy woifc 

fcr eooMMc maoia iM» mo pnpa anniiiMn to ihnr 




of tee vMHtaag part ttoM for 
i l i fl ii in i bcnm tte 
K woifan. The data ang • 
leai te inaa «*o MiMVy «o(k fUl liw icae«Me woifc- 

fnA part hae are mat hkc vnl—aij pan-ttae woifcen 
Ok caaavfe M *e MMher of hoaa woiksd. TiK foOowMf 
taMaiioi ihm *e pemi of woilBer* oa pan-line ached- 
ukafve 
bylhei 
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Whde doae to hrif (45 peaoea) of die nual folMiraen 
woiied 30 to 34 hoan a week, ODly a quarter of dK uawl 
part-mncn dM. Moie diaa half of die anal pai-tunen 
amiud dK Mateof hoM>^15 to 29 a wcck-Hypical for 

die " 111 J pat tarn." 

AaMher chanderiaiic by which ttc two fraupa dilftr u 
ifae dirt n ha aa by aei. Aa ia kM for people oa fidMniie 
acbedMlca. dK a^pa«y of penoa woffciiv part time nvol* 
iMtanly who aHfly work lUI liae are BM*. la ooamii. die 
oMjoniy of tee who aaaDy work part tiaa— vohatanly 
or lavohaiariiy— aa wonaa. 

toaoaa who aaaaOy work part liae are aho fake voha- 
tanr part-daaiB ia ter iadaattiai aad oocapaic^ dianbv- 
boa 11h aervioea aad laait iride iadMBtea acobia for the 
vaat oaioniy of waken ia ho* prapi. The iiflownv 
tMauoi ritowa dtt dteiiteiaa. by adartiy. of 
cttteril wt|e aad alanr woken 00 part liae fore 
1 mv. IMS- 
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Aaoas dUK part tune far ecooonnc icaaom who usually 



work full tune, a itzaMe proportKJQ are in die DMoufacturtaf 
and coutractMa induftnes The oocvpatioaal dumbutjoaa 
reflect thcac loduiry (bffereaces. '^Saks" and "se-vice** oc- 
capaDoos aocoaded for ihe iarfeac part of bodi volimtMy 
and involuntary uaual part-tunen lo cootml. "pieciiioo 
pfoductwa. oaft. and repair and "operator, fabncalor. ad 
laborer^ oc n ipaiioa accounted for about haif Ihe ecoooonc 
pArtHwien who umaUy are full tune 

The mduatonof all persona uauatly working part one for 
vohndary and econonuc reaaoaa w Ihe count a penona 
employed part tune alao helpa recoocife recent ireadi in 
part-tttiC cn ptoyme a and Bdumy gmwdi. and hifhhghtt 
Ihe unportaaoe of part-tune woiken u die labor mMket. 
Between 1979 and 1913. enpfoyment in retail trade ad 
aervioa acreaaed by 7 mUUon. Becaua ftnm in dioa 
ndBfttKa make czieaaivc uae of part-tune woritcn. a iignif- 
icant na in part-Ume emptoyment also should have 
oocumd donng diat period. Vohaiaiy part-tune enyloy- 
mea— die tradaonal meaaure of part-tune empfoyciea— 
ncreaaed by only 996.000. If all pctsoM who usually work 
part nme an talbad. however, ihe acieae for ihe penod 
would have been 2.4 nulbon Una is more m line widi die 
liDwdinRialnvleandaerviceeaiptoyaiea Further, die 
partmme employed measure shows dial dunng ihe 1970's 
and early 19tO'$, part-iuae cmploymea grew more tepidly 
tefuU-tuneempioymea (Seecharti )Ther^frowdi 
of part-tune eaploymem ha led 10 aoae leatnictuniv of die 
work foree Between 1968 ad 1980. die propomon of 
employed per»ons who work part tune edged up from 14 to 
l7peRent The proportionieached 18 peicea m 1982 a die 
recession forced more woiken to setde for part-tune em- 
ployment However, u die economy recovered durmg die 
1983-89 penod. die pereenlage icoimed to 17 peicea 

Baaed on Ihe rudiap pctaenled above. It would seem diM 
die most sunple. stratghtforwafd aawcr to die question 
"How many part-tune worfccn are tfiere'^ is a tally of die 
number of worfcen «4io usually wort part oroe. legaidless 
of die reason for dieir shorthorn U would more accurately 
estuaale die number of part-tune worfcen according to die 
kuds of jobs they lypicaUy have * Begmmog widi data for 
Janoay 1986. die Bureau is revisu« taUe A-9 m its 
montfdy periodical £a|p<0>)wiriirawf&viwigi, toshowem- 
ploymeat by usual full- and part-tune status u liw widi die 
coooepis discussed u diis article. TiMe 2 preserKs 1989 
I average data displayed by die format fte die revised 
monthly table Historical data are presented in table 3 
Mondily and quarteriy seasonally adjusted dau senea wdl 
be available in Apnl 1986 

Cbancteristks of part-tiflw workers 

Younger (ages 16 to 24) and older (65 and over) worfcen 
account for a much higher propomon of die part- dian full- 
ume employed (See urt>le 4 ) A part ume Khedule allows 
young peofrie to attend school while woifcing Theconnec- 
tioo between paitume worfc and Khool attendance is shown 
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m ihe iKw lis sencs 00 employment lucus by tchcxri en- 
roHmeot. In October 19t5. 6 3 million people between die 
«9n of 16 24 wot nicbool and employed. About row- 
fifttn of dwae woited p«t tune By compemon. of the 
13 1 millMMi m thM a|e gnwp who wocked but were not 
enrolled in ichool» fewer tfiin IS p croe nt were pw«iuncn ^ 
ftn-tune Mhednlet lie Mnctive to older woiten. who tne 
them 10 ciie irmiitiOD nio ictnement Hieee jobs also 
provide mppleneniiry iniwm nt mcooie 

While npK Affefcnoes between pwt* and ftilMnne woifc- 
cn occur aniom both aexei* difTeieiioet aie moie pnv 
Bonnoed anonf men Neariy two-llnnlc of nale pait-tiinefi 
nro 16 ID 24 yean old or 69 yean and older. oooiMred 
only oar-thud of thnr fennle oounleipam 

Woncfl make the manonty of the part-tune em- 
ployed— two4MB of the total m 19tS (See table 4 ) 
Wluk MJ-tune enploymeat is the oom for both lexet. 
atom 27 p ci c en t of the women iie employed part tune, 
oomparod widi 10 p w e en t of the men. Thv difleiuce prob- 
ably icflecta lbs higher propuHiuB of women who alto han- 
dle houaehold and childKarmg leaponaibilitica and theiefoie 
need fleubifaty in dmr work idiedulef 

About 6 of 10 women employed pan mne aie roamed 
With tbtw ipouae pment* about the same propo rti on at 
women who are employed full mne About 3 of 10 have 
never been mamed* a hiiher iitio dian amonf women em- 



ployed full time Thu refleds the fact dial female mnapii 
aie raoR likely lo be pait-tunen 

While moat women who ire employed part tune ire mar- 
ried, mott men me nngk Men who woifc part tune aie thiee 
times at hkeiy at dioae employed foil time 10 be tingle Una 
diffoenoe leanltt from the high proportion of very young 
men woriung part time 

At thown m die tabulation below, a slightly higher pro- 
portion of whMet dnn Macfcs wot employed part time Ml 
1905— 18 venut 16 percent Thit difference wat gitairr 
among womer than men Woonen aooounied for about two* 
durdt of those usually employed part tune among each racial 
group (Abo tee laMe 4 ) 
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Part-tune work/ nrc apt than thev full-tune coun- 
lerpartt lo hold r 1 trade and acnrioet mdestnes. 
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M r>w Yofk Qty for a taooad tone. Tha maki of dai work »cic pn- 
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Mr Wheat, I am a little bit taken aback by the calmness with 
which we approach this subject, and merely saying that income in- 
equality has not diamatically changed in the last 10 or 15 years. I 
think all of you would agree that the clear trend up until that time 
of at least our society trying to improve income equality has just 
ended, that it stopped completely, and there is no trend toward 
evemng out distribution of income within our society. If that were 
the question we were looking at today, whether poor people were 
doing better, whether the middle class was growing, then the inter- 

E rotation we might be putting on these statistics would be a little 
it more alarming. 

Thank you very much for appearing today. 
Chairman Miller. Congressman Sawyer. 
Mr. Sawtee. Thank you. 

One of the concerns that I get when I hear you talk about the 
way in which dollars that are available to families are being spent, 
the way in which we see increased portions of available income 
being spent on things that we would think of either as necessities 
or in terms of servicing personal debt, the capacity of a family to 
support the next generation, the intergenerational transfer of that 
value that we build in families, has got to be declining at an in- 
credibly fast rate. 

I haven't heard you talk about that, but the implications that 
that has, it seems to me, for education, the capacity to invest either 
m the cost of higher education or in the institutional, societal costs 
of sustaining public education, have got to be not only dimmiMng 
but diminishing our capacity to work our way out of the cycle that 
weappear to have entered, at least in the traditional terms. 

Have you done any work with regard to the way in which we are 
mvesting in those traditional ways that we have had to work our 
way out of the kind of economic problems that you describe? Did 
that make any sense? 

Mr. Levy. Go ahead. 

Mr. Baetlett. I was waiting for you. 

Mr. Levy. It does make sense. 

Mr. Sawyer. I thought I had just been talking a different lan- 
guage. 

Mr- Levy. No. No, you haven't been talking a different language. 
It does make sense. I am on leave this year, and one of the things I 
am trying to make some sense of is that. One thing that you know, 
looking over the last 10 or 12 years, is that if, for example, we 
focus on the incomes of ??-year-old men, that the impact of college 
on earnings has gone wlv up over the last 12 years. 

Back in the early ly/O's, people were writmg books about the 
fact that we had a glut of collegc^educated workers and college wus 
a bad investment because a 30-year-old guy with college didirt earn 
that much more than a 30-year-old guy who had a high school di- 
ploma. That has totally reversed, and there is a big gap there. 

What I don't have a very good understanding of is what has hap- 
pened to the cost of education, and so I can't answer your question 
m terms of what that means in terms of college going and so on. 

Mr. Sawyer. Is that an important question— perhaps refine it a 
utUe bit— an important question to continue to ask? 

Mr. Levy. Sure, it is an important question. 
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Ms. ScHOEN. From our experience with service employees and as 
we are a unionized group of service workers, you can't go to any 
group in the private sector who feels either better off than they 
were and not hear story after story of that basic inability to invest 
in themselves that you have been talking about, that they doi.'t 
feel they can send their kids to college; the loans aren't available 
that used to be available to them; and more of them are renters. 
They really mirror the kind of image that was put out by the 
chairman at the beginning. 

Many of them are worlung at jobs where they have seen an abso- 
lute decline in pay and benefits. It hasn't been just a freeze. So 
they tell you a job history that, instead of being better off, they are 
working more, they have got seniority, but they are lower down in 
the stream. 

I know the bigger studies haven't been done, but we have got a 
group of unionized workers at the $7, $8, and $5 range who tell ex- 
actly that kind of story: What does it matter for the next genera- 
tion? It doesn't look good in terms of where they think their chil- 
dren are going to go. 

Mr. Sawyer. I'm speaking not only of college investment, the 
outof-pocket kind of investment that a family invests directly, I'm 
talking in terms of the way in which we measure the amount of 
family income that is devoted to the support of public institutions 
of education through tax payments and other means of support, 
whether it be public education or the investment that families 
choose to make in private elementary and secondary schools. 

The studies that need to be done about the trend lines in the 
amount of investment of available income, it seems to me, are criti- 
cally importtmt to whether or not we have the capacity to recover 
from the phenomena that you are describing. 

Thank you, Mr. Chairman. 

Chairman Miller. Thank you. 

Mr. Grandy. 

Mr. Grandy. Thank you, Mr. Chairman. 

I want to revisit this question of whether or not to raise the min- 
imum wage. Although I came in at the end of this discussion, I 
would gather, Mr. Bartlett, that you and Ms. Schoen are on oppo- 
site sides of that question. As it happens, I serve on the Education 
and Labor subcommittee that is going to address that question in 
the near future. 

The option that is being presented now in committee is roughly 
along these lines: some sort of increase for the minimum wage 
offset by some sort of subminimum wage. In other words, if you 
raise the minimum wage, perhaps maintaining a minimum wage at 
the present level or a little bit higher for youth and entry level po- 
sitions, part-time, siunmer employees, things of that nature, and, of 
course, not having what is presently being offered, which is an in- 
dexing of the minimum wage. In other words, as the cost of living 
goes up minimum wage goes up. What is your general feeling 
about that option? 

Ms. ScHOEN. We have always been against what I would call a 
subminimum, although we feel like we have had a subminimum 
for the last five years, mainly because of the substitution effect of a 
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pitting of young people against adult workers that goes on even if 
you try to police it. 

Since you missed what I said earlier, we don't feel that there will 
be phenomenal displacement with a raising of the minimum wage. 
In fact, other countries' experience and our own experience hasn't 
shown that. If anything, you are starting to get the Fortune maga- 
zines £md the Wall Street Journals' of the world saying that per- 
haps our wages have been too low at the bottom so our work force 
is so cheap that there is no incentive to innovate any more. What 
you see going on in a Germany or a Sweden is an attempt to really 
creatively use workers, and as long as they are extremely cheap 
you can have more workers with less of a sort of creative, produc- 
tive work force in it. 

So there is some suggestion that you get an overall economic 
growth out of raising your floor, and the concern about the youth 
subminimum, other countries have gotten away with "^hat, not gone 
that route at all, because they have seen that they really ne^ to 
have jobs that give youths opportunities as well 

Mr. Grandy. By the way, do you subscribe to the theory that the 
minimum wage bumps up the entire wage sector? 

Ms. ScHOEN. It depends on where the minimum wage job is. In 
some yes, and some, no. 

Mr. Grandy. How do you feel about the indexing provision that 
is currently attached to the minimum wage legislation? 

Ms. ScHOEN. It is essential so that we don't have to do this year 
after year. It should keep going up with inflation. Otherwise, we 
find ourselves, as we do now, with, no one made a decision, but it 
went down. 

Mr. Grandy. Mr. Bartlett, would yoa care to comment? 

Mr. Bartlett. I'm basically opposed to the minimu»»^ woqe. I 
don't think it ought to exist at all. I think the pec j be 

able to make whatever arrangements they want to i Nork. 

We always think of it from the employer's poiiic %jl view, but 
what about from the employee's? What if you have somebody who 
wEuits to work and is willing to work for $2 an hour? You are 
saying, "You can't take this job; it's against the law for you to take 
that job." So I think, as the New York Times recently editorialized, 
the correct minimum wage should be zero. 

But, barring that, I think we ceitainly ought not to increase the 
current minimum wage, and I think that the indexing would be 
terrible because it would undo th*i benefit that we get from infla- 
tion in terms of reducing the real value of the minimum wage. So 
it goes completely against everything I believe, and I don't know 
how I can be any clearer than that. 

Mr. Grandy. Dr. Levy, would you care to mediate this dispute? 
This is pretty much where we came in. 

Mr. Levy. Sure. I will be glad to. The only thing I can speak to is 
indexing, and I can give you three or four examples that I have 
studied in some detail, all of which suggest that indexing is just a 
very bad idea, because you can't tell what the future is going to be. 

I mean if we go through another oil price shock where the cost of 
living goes up by 12 percent and most employers end up giving 6 
percent cost-of-living increases, so that you have a 6 percent fail in 
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real wages but you are locked into increasing the minimum wage 
by 12 percent, that is bound to have 

Mr. Morrison. But that is not the proposal. 

Mr. Lkvy. Then what is the proposal? Indexing to what then? 

Mr. Morrison. The median. 

Mr. Levy. That is a different story. All ri^t. Let me back up 
from that then. All ric^t. Then I withdraw my remarks. 
Mr. Grandy. Did you want to comment, Mr. Wheat? 
I Yield to the gentleman from Missouri. 

Mr. Wheat. I did want to make a comment that the indexing 
was to the wage rate. 

If you are finished with your remark 

Mr. Levy. I am. 

Mr. Wheat [continuing]. Then I wanted to go back to the point 
that Mr. Bartlett had just rtused about the effect of wage rates and 
the unemployment rate. 

I take it that what you are suggesting is, if people are willing to 
work for the wage rate sort of in the classical, traditional, econom- 
ic theory as outlined by Adam Smith at the current wage rate, 
then raising the wage rate actually produces a di£dncentive for the 
creation of jobs within our society. 

Mr. Bartlett. Of course. 

Mr. Wheat. I would take it vou would also subscribe to Mr. 
Smith's theor:' that what is really needed in times of high unem- 
ployment to produce more jobs would be a lowering of a wage rate, 
so that you would recommend that instead of raising the minimum 
wage we either lower it or eliminate it. 

Mr. Bartlett. If the price of peanut butter at the store goes up, 
people buy less peanut butter. If you raise the cost to employers of 
buying labor inputs, they are going to buy fewer labor inputs. I 
think the law of supply and demand works in the labor market as 
in all other markets. 

Mr. Wheat. As I also remember, Mr. Smith's theory was basical- 
ly wage rates could be lowered to the point, down to a subsistence 
level, so that workers would be receiving the bare minimum of 
what they needed to sustain themselves to be able to continue 
working, and that would be the bottom line for how low wage rates 
could go. 

Mr. BARTLETT. I think that is Karl Marx's iron theory of wages, I 
don't think that is in Adam Smith's. 

Mr. Wheat. What would be the bottom line then for wage rates? 

Mr. Bartleit. I don't know. What is the bottom line for the price 
of peanut butter? It is set by supply and demand. I don't know 
what wage rates would be in the absence of the minimum wage. I 
don't think there would be any impact to speak of, in general, 
throughout the economy, and I don t think there would be any 
impact really on family incomes either, because there isn't a very 
close relationship between wage rates and family income. People 
have charted this relationship, and they just can't find it. 

Mr. Grandy. Mr. Chairman, I will yield back and let somebody 
else stir the pot for a while. 

Chairman Miller. Well, we have one waiting. 

Mr. Morrison. 
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Mr. Morrison. I would just like to follow on with this discussion 
a little bit. Is the bottom lin * of your position the same as the New 
York Times', which is that it is reall> preferable to have a zero 
minimum wage and then let the Government provide the subsidy 
for people to receive enough money in order to pay the price that it 
costs to live in a modem industrialized society? 

Mr Bartlett. I am not necessarily endorsing wage subsidies, but 
I think the importimt thing is that 

Mr. Morrison. That is what the New York Times said. 

Mr. Bartlett. Yes, I know. I know that is what they said. But I 
would agree with them this far. I think that if you want to do 
something to deal with a perceived problem of too low a pay for 
some workers, you don't want to interfere with the price mecha- 
nism. I think you ought to allow workers and employers to develop 
whatever wage rate would exist in the free market and, if neces- 
sary, make up the difference through a subsidy, but you can't legis- 
late increases in wage rates. I don't think that that works. 

Mr. Morrison. Let us just back up here. It seems to me that you 
have to choose here whether or not you think in one way or an- 
other the public sector has to assure a certain level of income or 
not. You can't say, "Well, I'll let the wage rate flow with respect to 
a market, and if it goes down to a dollar an hour for a lot of work- 
ers or some workers, so be it, especially with the low wage pressure 
from outside the country, but I really don't want to endorse subsi- 
<Mes. ' I think you have to choose, because then you are going to say 
that it is okay if people have to live on $2,000 a year in the United 
States. Which is it? Whore are you? 

Mr. Bartletf. All I was saying is that I think that wage subsi- 
dies would be a less bad way of dealing with this problem than 
raising minimum wage. 

Mr. Morrison. What is the best way? 

Mr. Bartletf. I don't know. I believe in the free market, and I 
think things ought to work themselves out in the market. But I 
think that the minimum wage is a particularly bad way to try to 
raise incomes of low-income people. 

Mr. Morrison. So in other words, when you say "free market," 
you don't think the Government should intervene to assure a level 
of income at all. 

Mr. Bartletf. No, I don't. 

Mr. Morrison. In other words, wherever the market takes peo- 
ple s income, that is acceptable to you. 
Mr. Bartletf. Yes. 

Mr. Morrison. And that is what you prefer. So you really don't 
agree with the New York Times, because they are basically just an- 
swering the question as between putting the sulraidy in the price, if 
you will, the subsidy of maintaining a certain level, and putting 
the subsidy into the tax base. They prefer the tax base. You prefer 
neither. 

Mr. Bartletf. I was agreeing with the headline. 

Mr. Morrison. I think it is important that when you cite some- 
thing we understand what you are citing. 

I would yield back the balance of my time. 

Chairman Miller. Ms. Schoen, let me ask you about this discus- 
sion of the quality of service jobs and new jobs and whether or not 
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tivay really are the same quality as what we recognize is talked 
about in terms of high^paying manufact-^rinR jobs, in many in- 
stances unionized iobs. Wnat is the comparison? 

The one thing that seems to emerge when I read the literature is 
that while wages, to some extent, seem to be creeping up in the 
service sector, the package of benefits is, in fact, not doing that, so 
people are pajring out of pocket for health care, child care, what- 
have-you. Is that accurate/ 

Ms. ScHOEN. Yes, that is accurate. If you look at the most recent 
surveys on benefits, whether it is pension benefits, holiday benefits, 
or health insurance, it is striking what is happening. As has been 
the trend in services over time, but especially r^ht now, you have 
got over 20 or 25 percent of the people workiLi" in large industries, 
uke retail and the other services category, witn no coverage what- 
soever at the job. 

But I just want to make the point that we don't see it as the new 
jobs or me job mix, per se, as the problem. I think this is going on 
across all jobs, and the kinds of trends I outlined certainly started 
at the lowest end, the janitor's job that was subcontracted out of a 
GM or Ford Motors suddenlv ^oing from $12 an hour dowu to 
$3.35. That is going on, the closmg of one job that was high wage 
and opening of another job, but across rM jobs we are really seeing 
this tendencv towards no benefits anQ ^ower wages. So it is going 
up the job nierarchv, and the jobs are very often higher-skillM 
ioDs. So when we talk about good job/bad job, a registered nurse, a 
licensed practical nurse, is not a low-skilled job. It requires h'gli 
levels of education, but it is a low-paid job, and it is becoming a 
lower-paid job. 

You ask^ about the differential. One of the thii^^ that has beer 
happening with the differential is, manufacturing wages have 
failed to rncrease, cjfiere is a lot of talk about services catching 
up. We see it as m: .acturing coming down. So services right now 
are roughly $7/$7.. an hour, hourly wage, but many of those jobs 
aren't 5jll-year and tney don't have benefits. So the comparison, 
until you get all the facts in, is difficult to make from j^ist raw sta- 
tistics. 

Chairman Miller. I guess it is the trend if that information is 
accurate. It seems to me that you are establishing a trend where it 
appears, from the lay person s point of view, that it is going to 
become morr and more difficult for families— whether tney are 
sinffle-eamer families, single-parent families, or whatever the 
makeup of those families— to nave the wherewithal to participate 
in what we believe is mainstream, middle-class America. I don't 
know if that is an accurate picture, but I don't see the e^ 'nt on the 
horizon that throws a windfall into this pro^'ess where, all of a 
sudden, we have a correcting process. 
I guess in terms of numbers it is not big, but in terms of ramifi- 
cations, the entry of three or four million children into poverty, 
when we know how poverty becomes a predictor of where you are 
gor I am asking what is the trend? It seems to me that it is 
somewhat accurate, as you point out, to define the ii ^ddle class ac- 
cording to their expectations about wh^t they are going to be able 
to purchase or achieve, however we measure that across society. If 
you spend more out of pocket for your heal^ care, more out of 
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pocket for child care iust so you can maintain that job, pretty soon 
it seems to me that that is not what the expectation is of fulUime 
employment of this generation. 
Mr. Levy. I would ajgree. 
Chairman Miller, ^lat is pretty dismal. 

Mr. Levy. Well, I think we have been through a y rough 12- 
or 13-year period. We may begin to be pulling out ot it now. It is 
not clear to me that we are. But you are right. A lot of what you 
4 see now in terms of two-tiered contracts and specific benefit reduc- 

tions really went on in the 1970's in a much more quiet way, be- 
cause you just didn't iet wages keep up with inflation, and so real 
mcomes were being lowered in that way. Once inflation stops, the 
process of lowering incomes becomes much more visible. You can't 
just let prices go up and chop your costs. But it has been a rough 
time. 

This is not a political issue, this is extenHe over three or four 
Presidents we are talking about right now. The w^ we have done 
with it is, the bottom has gotten chopped hardest. Tiie sacrifice has 
not been equally distributed. Younger workers, less educated work- 
ers, single-parent families have taken it more than other groups in 
the economy. But it has affected everybody, and unless we can 
return to some r^ime where output per worker is rising and living 
standards are rising, which really was what the first 20 years of 
tiio postwar period was all about, we are gOx..g to be in trouble; 
';here is no doubt about that. 

Chairman Miller. So what is your definition of "trouble" here? 

Mr. Levy. A lot more conflict back and forth about who is going 
to get what piece of the pie that is not growing very fast and a lot 
more people saying, "Get out of my way; I'm trying to get mine; to 
heck with you." We have seen some of that; we will see more of 
that. 

Chairman Miller. You give some credence to the notion of gen- 
erational conflicts. 

Mr. Levy. Generational conflicts, but also conflicts between man- 
agement--much more between management aad labor, between re- 
gions of the country. We really used rising incomes as a kind of 
great lubricant to smooth out all kinds of social conflicts in the 
first 26 years of this period after World War IL 

This issue a'oout income and equality, T would say that the chief 
thing that stands out about those numbers is that the income dis^ 
tribution has always been very unequal in this economy and that 
those variations don't mean much, and we had this kind of bargain 
in the so'^ial compact where you had rapid increases in living 
standards, and that is what it was about. There wasn't great equal- 
ity at any point in time, but you were getting better and I was ge^ 
ting better and everybody was getting better. Once that starts to 
really slow down and once we run out of these demographic and 
debt gimmicks to keep consumption 'n-owing as if it hadnt slowed 
down, then you get into real problems, and a lot of these conflicts 
come to the surface, sure. 

Chairman Miller. Let me just ask you on one issue. It is a 
casual question, not hanging your reputation on the answer, but it 
would seem to me then in terms of 

Mr. Levy. I will give you a casual answer. 
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Ghairman Miller. In terms of policy, rather than hang on to the 
notion that I might got women back mto the home to take care of 
the children that they have chosen to have as a famUy, I had 
b think about a major investment in child care, because it is 
Oiv . akely, given this trend line and our expectations that they 
are going to remain in the work force, and like it or not or agree or 
disagree, some accommodation is going to have to take place to 
allow them in the work force. 

New it can be your accommodation that says they kind of make 
do the best they can, as you suggested, or it Tould be the accommo- 
dation of the person running the Massach^^tts ET P ogram who 
says, "Without child care, this program wouldn't work at all." But 
it seems to me, just in terms of the policy decisions of the impact 
on fami^'es, this trend starts to make you confront some serious na- 
tional policy choices with respect to support systems for familiea 
We are confronting one in the next few weeks in catastrophic 
health care. That says something about the ability of people to 
reach into their pockets, certainlv about one segment of our popu- 
lation. But these things seem to be rushing at us and are going to 
start to accelerate at the time in which we are going to have to 
make these choices. 

Mr. Levy. Let me give you an answer on which my reputation 
won't ride. My guess is that if we went back to a world when 
wafies were growing as fast as they had in the I950's and I960's 
and earlv ISTO's, relatively few women would go bacK to take care 
of their kids, that as much of the trend in women's labor force par- 
ticipation has to do with psychological dimensions and desire for 
career as it does for economic necessity, and that whatever the 
original reasons why a particular woman went into the labor force, 
it is my gut reaction, just from looking at some poll data and stuff, 
that many would be very averse to going back. 

When I raise these issues, people accuse me of being a fascist pig 
for suggesting that a lot of the input was for economic necei^sity, 
and I guess Ihave come to the view that a lot of it is just things 
that won't be reversed. 

Chairman MnxER. I don't know. When I talk to women with chil- 
dren, I would say there is some mitigation of that answer. I cer- 
tainly engage in conversations with a significant number of women 
who express the notion that they would like to be out of this work 
force and be with their children, but that is just not a real choice 
any longer. Again, the makeup of the family obviously dictates that 
to some extent, but even in those where the spouses are woiking 
just to hold that debt service and everything else together. 

Mr. LEV^f . Let me just ask a question on that. I nave heard that 
response from women when kids are one, and two, and three. Bni 
what about when the children go into school? What about when 
th^ are in kindergarten? Do vou still get that response? 

Chairman Miller. Well, when they are 18, nobody wants to be 
around them. 

Mr. Levy. No. I understand that. 

Chairman Miller. Sorry to all you 18-year-olds, registered and 
' 'egistered. 

Levy. There are not so many of them any more. 
Chairman Miller. They don't register in that great a number. 
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Are there any further questions? 

Thank you very much for your testimony and for your help this 
morning. 

The next panel will be made up of Dr. Sandra Hofferth, who is a 
health scientist administrator for the National Institute of Child 
Health and Human Development from Bethe^a; Dr. Carol 
Frances, from Carol Frances and Associates in Washington, D.C.; 
Dr. Phillip Clay, who is a professor of city planning. Department of 
Urban Studies and Planning, Massachusetts Institute of Technolo- 
gy in Cambridge; Dr. Deborah ChoUet, who *s a senior research as- 
sociate for the Employee Benefits Research Institute in Washing- 
ton; and Dr. Allan Carlson, who is the president of the Rockfonl 
Institute in Rockford, Illinois. 

Welcome to the committee, and we will take you in the order in 
which you are listed. To the extent to which you can summarize- 
as you can see, this testimony is raising a fair number of ques- 
tions — it would be appreciated, and also, to the extent you wish to 
comment on something that was said in the previous panel, it 
would also be appreciated. 

Dr. Hofferth. 

STATEMENT OF SANDRA L. HOFFERTH, PH.D., HEALTH SCIENTIST 
ADMINISTRATOR, DEMOGRAPHIC AND BEHAVIORAL SCIENCES 
BRANCH, CENTER FOR POPt.. .A^ON RESEARCH, NATIONAL IN- 
STIIUTE OF CHILD HEALTH AND HUMAN DEVELOPMENT, NA- 
TIONAL INSTITUTES OF HEALT*^ BETHESDA, MD 

Ms. Hofferth. Thank you, Mr. Chairman and members of the 
Select Committee. 

I am Dr. Sandra Hofferth of the Center for Population Research, 
the National Institute of Child Health and Human Development. 
My program focuses primarily on fertility. However, as you know 
and have talked about today, families often find that many impor- 
tant decisions are intertwined. For exan.ple, the decision aboul 
having children is closely tied to decisions about working and 
caring for them. Therefore, we have supported the collection and 
analysis of data on child care use including trends in use and ex- 
penditure patterns. 

I will first spend a short time talking about recent trends in 
demcmd for and supply of child care. Over the next decade, we 
expect the number of children with employed mothers to continue 
to increase. This is because of an increase in the number of chil- 
dren, which is an echo of the Baby Boom and because of an in- 
crease in the proportion with mothers in the labor force. 

By 1995, of the expected 45 million school-age children 6 to 17, 
three^uarters are projected to have a mother in the labor force. Of 
the expected 23 million children under 6, two-thirds are projected 
to have a mother in the labor force. 

Between 1965 and 1985, there were tremen'fo'is changes in care 
arrangements for the preschool children of employed mothers. 
There was a gradual decline in care by a relative, a decline in care 
by a nonrelative in a child's home, or sit*er care, a modest rise in 
care in a family day care home, and an enormous increase in care 
in a day care center or nursery school. In 1985, cne-fiMi of children 
under 5 with employed mothers were in a day care < enter or nurs- 
ery school as a primary arrangement. 
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School-age children are primarily cared for by parents. If parents 
cannot arrange to care for the child themselves, the most common 
form of care is by a relative, with a family day care home next 
most widely used. 

The number of day care centers and their capacity apparently 
doubled over the last decade, which is consistent with the increased 
use of center care The number of licensed day care homes grew by 
one-third over the same perioJ. 

Now I would like to turn your attention to trends in the cost of 
care between 1975 and 1985. In 1985, the average dollar cost of 
child care among those who pay for care and for all children in a 
family was $37 per week. Expenditures ranged from $35 for those 
who paid a relative to $39 for those who paid a day care home pro- 
vider. 

How does this compare with data from 1975? When we adjust ex- 
penditures over time to changes in the Consumer Price Index» we 
see that in fact real expenditures in day care center care have not 
risen at all, and those in dav care home care have risen only slight- 
ly, whereas expenditures for relative and sitter care have risen 
quite a lot. 

Of course, weekly payment depends both on the hours of care 
and on the hourly cost. In 1985, mother? who were employai and 
who paid for care paid between about $1 and $1.50 per hour for 
care. Care by a sitter in the child's home was most e?.pensive, with 
center care next, day care home third, and relative care least 
costly. 

In real terms, the hourly cost of relative care and sitter care rose 
40 percent between 1975 and 1985, whereas the cost of day care 
home and center care rose 7 and 15 percent, respectively. 

How significant are these expenditures, and how do families 
difter in expenditures on child care? Although $37 may not seem 
like a lot, it turns out to be an important proportion of family 
income, and these are young families with young children. In 1985, 
families with children and who paid for child care spent 10 percent 
of their incomes for such care. 

Level of income is an important factor associated vnth both what 
families pey and how big a bite it takes. The poor pay a smaller 
total amount for child care than those wl o are not poor, but they 

r y a larger proportion of their incomes. For example, mothers pay 
percent of their income on child care if they are not poor, out 
they pay 23 percent if they are poor. The younger the child, the 
more spent on child care, and the larger this is as a proportion of 
their total income. One-parent families pay about the same amount 
for child care as two-parent families, but they spend a higher pro- 
portion of their family income. 

Family size makes less difference than one might guess. Appar- 
ently, families adjust their hours and their expenmtu.'es on all 
forms of care for all children, so the total amount spent does not 
vary a lot by the number of children. Of course, the cost of some 
forms of care does not vary a lot by the number of children, and 
lai^er famUies may choose those forms. 

Race makes some difference in what families pay. Black families 
l^erally pay less for care even after controlling for income level, 
but they do not pay a smaller proportion of their incomes. 
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Let me just wrap up my discussion. There is no evidence that 
child care is going to disappear as a concern for at least the next 
decade. Demographic trends point to continued growth in the 
number of children with employed mothers over the period. Trends 
to watch are the increased use of center care and family day care 
for infants and toddlers and the increaseu demand for after-school 
care for younger school-age children. 

Consistent with data regarding increased use, but stiil surprising, 
the cost of day care center and family day care have stayed con- 
stant or increased only slightly in real terms over the past decade, 
whereas the cost of care by a relative or a sitter has increased 
greatly. Day care homes and centers look attractive in comparison. 

Finally, among those who pay for care, child care expenditures 
constitute a substantial proportion of the total weekly income of 
American families who pay for care, approximately 10 percent of 
all families but as high as 20 to 26 percent among poor families. 

While 10 percent is a substantial proportion of a family's income, 
comparable to expenditures on food, 20 to 25 percent constitutes a 
major expenditure item ?n the family bucket, comparable to that of 
housing. 

That concludes my statement. ITiank you. 
[Prepared statement of Sandra L. Hofferth follows:] 
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PlXPAKBD STATDfENT OP SaNDBA L, HoFPISTH, Ph.D., HeALTH SCIENTIST AOMINimA- 
TOE, DtofOGEAPHIC AND BeHAVIOEAL ScIENCB BeaNCH, CeNTEE FOE POPULATION 

RoBABCH, National iNnrruTB op Child Health and Human Development, 
National i NWiium op Health, Bbthesda, MD 

Mr. Ghainaa mad Itaabtrs of th* Select CoMlttt*: 

I « Dr. Saodrc Hoffcrth, Health Sclent lat Adalnlatrator In the Dcsosrephlc 
and Bcharloral Scleocea Branch, Center for Population Eesearch, Eatlonal 
Inatltute of Child Health and Huaan revelopaent, National Inatltutea of Health. 

1 appreciate thla opportmlty to teatlfy about child care before the Select 
rn—lttae on Children, Youth, and Paalllea. 

Tlie Daaographlc and Behavioral Sclencea Branch baa an oi^olng prograB of 
reaearch on factora affecting fertility. Panlllea often find that rany 
laportaat declalona are Intertvlnad: the declalon about when and bov sany 
children to have, lAetber both partnera will work ootalde the hoM (and how 
■any houra), and how the children will be cared for. Ont of the endurli^ 
factora affect I14 declalooa abont chUdbearlns la the anployacnt acatua of the 
■other. Uwn 1*0 work, by and large, have aaaller faalllea than thoae who 
do not. Of covrve, fanlllea In irtilch both parenta are aployed <or In which 
there la a alngle ■other 1A0 la esployed) auat provide care for the children 
dwrlqg thoae wcrh bowra. Me have, therefore • aaaeaaed the r'ttc*^^ of uae of 
child care, trenda over tlae, relet lonahlp to other feali/ characterlatlca, 
and espendltnre pattema. Uc have aupported the collection of data and hava 
funded eaalyaea of theae laportant Intetrelatlonahlpa. 1 will ahare wlt^ 
yo« a pat t of theae tlndlnga that are aoat genane to today* a dlacuaalona. 

I will llalt mf renarktf, but would note three comlderatlooa that 
ahould be kept la slnd. Flrat, child care .ieclalona are nade In fanlllea, 
bat 1 will refer prlaarlly to the aother'a characterlatlca, alnce theae are 
found to be woat cloaely related to fanlly declalona about aaployMnt and 
child care. Second, Incont refera to total weekly fanlly lacoaa before 
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twaum. Third, oMf on which this tcsclaony 1« .Med com froa scvcrsl m 
but all refer Co the experience of iteerlcen faalllee obcalned froa large 
representative aurveya of the U.S. population. 



To put uy dlacuaalon of child care In the O.S. Into perapcctlve. It la 
laportant to undcrataod the poat Uorld War II baby booa, «fhlch haa had and 
contlnuca to have a Uatlns effect on the atruci.ure of the population. The 
■ajor locreaae in the maber of blrtba betneen 1946 and 1964 la known mm the 
hmhy booa. Altboufb both the nuabcra of blrtha and the fertility rate befan 
to decline after 1960, the baby booa bablea are now adulta and have been 
having their own children. The larger qiabcr of adulta aaana a larger nuaber 
of blrtha, avan though fertility ratea era atlll low. Aa their children 
gron mod basin to enter our educational Inatltutlona, we becoae aware of che 
lapact of thaaa cbangca In fertility. Conalatent with the treoda. Figure 1 
abowa that the maber of preachool children declined intll about 1980. After 
that year the nuaber of preachoolara began to locreaae once again. By 1990 
the maber of expactad preachoolara, 23 allllon, will be only allthUy 
lower than the auMber oi children under 5 at the height of the baby boon 
(24.6 Billion children). If current trenda continue. The ntaber of achool-aga 
cblldran agea C-13 declined until 1985, after which we expect an Increaae at 
laaat until 1995 (Bofferth and Fhllllpa, 1987)(Flgure 2B). 

The aecond aajor trend of which you are all aware la che Increaaed labor 
force participation of aothera. Bare I will turn the atatlatlca around 
and apeak about the maiber and proportion of children «#ho have aothere In 
the work force. Thla la becauaa I aa Intereatad In the nuaber of children 
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lAo will be in noih-parcotel child ctrc. (Since few aothere hevc aore then 
one child under S» on crerege, ^oportione ere very elniler.) Dete fron 
the U.S. Dcpertaent of Labor ehov that between 1970 end 1985 there wee e 
tr^endoue Increeee in the proportion of young children with e aether in the 
WDili force. Juet over the peet decade, there wee en increeee of 57 percent 
in the proportion of children under age 1 with aothere in the work force 
coapared with en increaae of 32 percent in the proportion of children under 
age 6 with aothere in the work force. In 1985 » eix of ten achool-age children 
and half of all children under 6 had aothere in the work force. Beeulte of 
recent projactiona that I have aade euggeet that if current trende continue, 
hy 1995 over three-quartere of achool-age children end two-thlrde of preechool 
children will have e aother in the work force, e totel of 34.4 alllion achool- 
age and 14.6 million praachoolere (Pig*jree 1 end 2A) . Thie increeee in the 
auaber of children with wployed aothere ie due both to the expected increeee 
In the fluabar of children end to the expected continued increeee in the 
labor force perticipetion retee of their aothere (Bofferth end Phillipe, 
1987). 

■ow I would like to briefly diecuee trende in the child cere errengeaente that 
aothere have *"^n uaing. The two decadee between 1965 end 1985 heve ehown e 
tr^endoue chaise in cere for the children of Mployed aothere. Between 1965 
end 1982 there wae e gradual decline in cere by e reletive (including perente), 
e large decline in cere by e non-relecive in the child*e hoae (eitter), e 
■odeet increaae in cere by e non-reletive in thet peraon*e hoae (faaily dey 
cere hoae), end en eaotvoue increeee in cere in e dey cere center or oureery 
echool (date froa the 1982 Rational Survey of Paaily Growth reported by 
Sof forth end Phillipe, 1987). Theee chengee cen be eeen in Figure 3. tecent 
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data aliov cootintMd IncrMttt in tht proportion of children of csploycd 
■others in child csro ccntort — to over one-fifth of children under 3 vlth 
eaploytd ■othera in 1983 (U.S. Bureau of the Ccneue, 1987). 

Given thet infante and toddler a are experiencing the aoat rapid growth in 
need for child care, parenta* care choicaa fot thia population provide an 
laportant key to future deuod for child care. For full'tlne caployed aothera 
with infanta and toddlara, relianc m relativea and feaily dv care ho«ea— the 
■oat rn — n nly need focaa of care for theae young children— haa declined in 
recent yeara, lAereaa uae of day care center a bae riaen draaatically. Beceuae 
full-tiae eaployed so there conatitote over two-thirda of no there in the labor 
force with children under age 3, thie ahif t toiierd uae of group prograaa 
auggeata that there will continue to be rapid growth in denend for centera. 
On the other hand, aaong part-tiac enploycd aothera with infanta and toddler a, 
faaily day care hoaea — and to a leaae. extent relativee—are abowing che 
greateat iacreaaea in uae. Faaily day care ia thua alao likely to grow, though 
probably at a lower rate than center care (Hofferth and Phillipa, 1987). 



Data ahow that the eupply of licenaed child care centera haa approxlnately 
doubled over the laat 10 yeara, froa 18,307 licenaed centera (with a capacity 
of 1.01 aillion children) in 1976 to about 40,000 in 1986 (with a capacity 
of approxlaately 2.1 aillion children)(Bof ferth and Phillipa, 1987). Thia 
ia cone latent with the draaatic growth in uae of center- baaed care deacribed 
eat liar. There are aeveral queationa about aupply, auch aa the capacity of 
centera to care for infanta and toddlera, and the extent to which the aupply 
of group care ia underaatlaated, that renain unanawered. 
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Eatiaatcs of faally day care hcmtt art such harder to com by» alnce It haa 
baen aatlMtad that approxlMtaly 9k percent are imllceoaed» aod therefore 
not included In the atatlatica. With regard to llcenaed day care homt. In 
1986 the national Aaaociation for the Education of Toung Children eat 1m ted 
that 105»417 audi hOMa Here in operation » coapared to about 73»750 in 1977, 

Treoda in Coat of Child Care, 1975-1985^ 

Hot all faailiea with an eaployed aother pay for child care. In 1985, 20 
percent paid nothing at all--15 percent of thoee with a youcgeet child under 
5 aod 33 percent of thoee with a youngeet child 5 or older. Tbie ehould be 
kept in Bind tihen considering expeodituree on care only mona thoee vho pay 
for care. Table 1 ehove that moag faailiee with a youngeet child under 5, 
only a little over half of thoee who uae a relative paid for care, whex^ae 
alaoet all of thoee who uee a eitter, a day care hoM, or center paid for 



In W5 the average weekly dollar coat of child care for all children (Mong 
young faailiee ^ paid for care and who had a youngeet child under 3) «ae 
$36.69. Thie raoged froa $34.57 for thoee wh4 paid a relet ive to $38.80 for 
tboaa 1^ paid a day cere hoae provider (Table 1). The renge of variation ie 
aaall. Child care coate in 1975 are eleo repreeented in Table 2. There uae 
auch aore veriation in weekly payaent on child care by typw of arrangcaent in 
1975 coapared with 1985. When we do adjuet expeodituree over t lac to changee 
in the Coneiaer Price Index uc eee tnat, in fact, real expendituree on day 
care center care have not rieen at all, and thoee on day care hoae cere h&v« 
rieen only elightly, idiereaa thoee on relative and non-relative in hoae care 
have riaan a lot. 
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Since weekly peyacot depend* on the houre of cere «e veil ee on Che hourly 
coeC of thet cere» ve heve eleo celculeted the seen hourly coeC in 1975 end 
1985 (Teblc 3). In 1985 aoChere who were employed peid $.99 per hour for cere 
by e releCive for the prlury erreogeaent for their youngeet child under 5« 
They paid $1.17 per hour for cere in e dey cere hose, $1.37 per hour for cere 
in e center, end $1.49 per hour for cere by e non-relative in the child* e 
hoM. Care by a eitter or nanny in the child* a hoae ia atill the aoat 
expenaive fore of care; however, now it ia clear that center care ia next 
■oat expenaive, with day care home care third in coat. Apparently, parenta 
adjuat their houra of care uaed ao that the total expcoditurea on different 
foraa of care turn out to be very alailar, even though hourly coata vary 
aubetentially by type of arraogeacnt. 

Odcc the hourly coata are deflated to 1975 Uollara, we aee that over the 
paat decade both the coat of relarive care and the coat of a aitter in the 
child* a hooe have riaen a*ouad 40 percent, lAereaa the coat of day care loae 
and canter care have riaen only 7 and 15 percent reapcctively . Thia certainly 
ia conaiatant with the enorwoua BOVCMent into center and home care and away 
froB relative and aitter care. 

Finally, the hourly coat of care for an older child ia higher than that for a 
younger child. Familiea alaply uae fewer houra of thia care; thua total 
weekly coata are much lower than for older children. 
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ChlM Cw iMy^iturci in 1985 



•od Expend it ure« «« • Prqportioo of F—lly locoae 



A niflibcr of ch«rsctaristics of tht child tnd faily veil Cha arrsngeBenta 
thoiMlvea affect f aaily expeoditurea on child care (Tablea 4A and 4B) . 
PaBlliea in which the child u under 5 (Table 4A) pay aorc than faailiea in 
which the child ia 5 or older (Table 4B) , and faailiea with a child under 
«tc 3 P*y the Boat for care (Table 5)< Unlaaa they are poor or receive Aid 
to PMiliea with Dependent Children (AFDC), black faailiea pay leaa than ifhite 
or Biapenic faBlliea. Faailiea who are poor or who receive AFDC generally 
pay laaa for child care than thoae who are not poor. Feailiea in which the 
■other ia warricd or haa a partner pay sore for care than thoae who are not 
■arricd or do not have a partner. 

Which aaoi^ theaa «any characteriatica are aoat Important in deterwining how 
■uch different fe»iliea pay for child care? Controlling for differencaa in 
other factora» it turna out that age of the youogeat child, faaily incoae, 
aod race are tl.^ »oat important fee tore aaaoriated with total expendituraa on 
all children. Feailiea with a young child under 5 pay aorc for child care 
than faalliea with a youogeat child 5 or older. High iocoM faailiea pay aore 
than low incoae faailiea. Finally, after controlling for incoM differencea 
and other factora, white and Hiapanic familiea pay aore per week for child 
care than black faailiea. 

The type of child care arrangement uaed ia an Important deteraioant of 
expenditurea on the prlaary arrangement for the youngeat child. Expenditurea 
on care by a non-relativa in the child* a home (a aitter or nanny) are higheat, 
«lth expenditurea on day care center and day care home care alightly lower, 
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but all mv more «pcoalve than care by a relative. Am In total expeodlturea 
on all chlldreo^ higher Income f anil lea apeod sore on child care for their 
youQgeat child » and thoae vlth a young child under five apend sore than thoae 
with a child five or older. White and Hlapanlc fonlllea apend aore than 
black faaiUea. 

Research has oddreaacd the waya fonlllea apend their Income aa It relatea to 
their chlldbearlQg declalona. One way to look at the Importance of child 
care for theae declalona la to look not only at the magnitude of the coat but 
also at the coat In relation to family Income. The actual dollar expenditure 
doea not help ua determine how liirge a chunk that expenditure takea out of a 
family* a budget. Thua we have also calculated the proportion of total weekly 
family Income that conatltutea child care expendlturea. In 1985 famlllea 
with a youngeat child under 5 apent 11 percent of their Income on child care. 
Thoae with a youngeat child 5 or older apent 9 percent of their Income on 
child care. 2 

Differencea by race» poverty » AFDC* and marital atatua are ahown in Tablei 4A 
and 4B. The poor pay a smaller total amount for child care than thoae who 
are not poor» but they pay a larger proportion of their incomsa. For example » 
white mukhera with a youngeat child under 5 pay 9 percent of their income on 
child care if they are above th^ poverty line but 20 percent of their income 
if they are below the poverty line. Black mothera pay 8 percent of their 
income on child care if they are not poor» but 26 percent of their income if 
they are poor. Hlapanlc vomen pay 8 percent if nonpoor and 21 percent if 
poor. The cimipariaona are almilar for women receiving and not receiving 
AFDC» except for black women receiving AFDC» who both pay a high dollar amount 
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ind * hirh propo^-tioo of their loccwe oo child care.^ The moBt laporteot 
factors aaMcUted with the proportlco of locoae spent on the cere of gn 
children are loccae, partner atatua, and age of youngeat child. Faa5llea 
with high Incooea apeod a lower proportion of their Inconea on child cire 
than do faallles with low Income a. Faalllea with two partnera pay a lower 
proportion of tlielr locoM for child care conpared with fa&lllea conalatlng 
of only one parent. Faalllea pay a higher proportion of their Income on 
child care If thay have a young child under five yeara of age than If the 
youngeat la five oi older. 



Ihe nwber -A t Iren with employed aonherr la expected to rlae at leaat 
until 19 ' A. a «ada continue aa thev have been over the paat 15 years. 
Accompan^lsg this Incresae In the ntabcr of children with enployed mothers Is 
• rmaarkable shift Into i oup care arrangementa for preachool children, and, 
IncremalQgly, for Infanta and toddlera aa well. 

Mew dat<i on expendlturea on child care by mo there In their twentlea who are 
amploycd. In achool, or ^ training ahow that the coat of day care center and 
family day c ^e hava atayad conatant or Increaaed only alight ly in real 
teima over the paat decade, whereaa the coat of care by a relative and 
In-home care by a non-relative (altter) have Increarsd greatly. Of courae, 
a larger proportion (about half) of thoae ualng a relative for child care dn 
not pay that provider, but the evidence ahown here auggesta that paid relative 
care la becodng more and more expenalve In comparlaon vlth other care 
•rrangementa. Day care hom«a and ^entera look attractive In comparlaon to 
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relative c«^re end sitter care* Whether • riae in the cost of other font 
of child care relative to center care has led to the iocreaae in uae of 



to iocreaaed aupply and lower coat), it ia iocreaaingly clear that ceotei 
care haa becoae relatively attractive and cootinuea to attract an iocreasiag 
•hara of the aarket* 

Finally » asoog tboae who pay for care» child care expenditurea conatitute a 
auhatantial proportion of the total weekly iocooe of Am can famlliea who 
pmy for care—a pproxiaately IG percent over all* but aa high aa 20 to 26 
percent aaong poor foailiea. While 10 percent ia a aubatantial proportion 
of a faaily'a incoae» coaparable to expenditurea on food» 20-25 percent 
cooatitutea a aajor expenditure itea in the faally oudjiet, comparable to 
that of houaiqg. 

That coocludea ay atateaent. I vlll be pleaaed to anaver ^ny queationa you 



centers* or leather it ia the other way around (deaand for center care leading 
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Footnotei 



The data ut«d io thii part coae froa the Natlooal Loogitudliux Survey of 
Touth (MLS), conducted by the Ohio State Uoiver cy. Thie is a national 
■urvey of youth who vere U to 21 in 1979, and vho have been followed up 
•vary year lince then. Tha data cied com fro« a epecial aet of que^ looi 
about the coet of chUd care included in the 1985 wave, when theee youth 
vera agee 20-27 • Blacke and Hieoa*^ici wcra ovcreaaple'*, but ■aaplc 
wtlthte Wf ueed in thie analyiie to adjuet for differential ■mpllng 
probabilitiee. It ihould be reacmbered that thii ii a young, relatively 
low incoac ie. (The riedian incoac of the NLS laaple wai $20,000 per 
yef , coaparcd with a aedian incoae of ali U.S. houfeholde cf $23,618 
and all U.S. faalliee of $27,735 in 1985.) Tne data reported here are 
liaitad to re porta of eoaj 1,200 aothera who are worklog, in echool, or 
in a training prograa about their child care arranfeacnti. The poverty 
level 2ov a fasily of 3 in 1985 waa $8,573; for c faaxly ol k it wae 



Unfortuaately we do not have the data to cetlaate what proportion of 
faaily incoae was apcat on child care in 1975. Bow r, given the apparent 
8-percent decline in real carninge over the laet decade (U.S. Bureau of 
the Ceoave, 1986), we aight expect the proportion of incoae epent on child 
care to be elightly higher today, even thcugh actual dollar ezpeodituree 
have not changed in real terae. 

Chil^ care expend it uree of up lo $160 per aonth are allowed to be deducted 
froa incoae in coap** nf> AFDC eligibility and benefits. This aay explain 
tne high dollar expenditure ana proportion of their income that black 
AFDC recipients paid for child circ in 1^?5. 



no, 989. 
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Table 1 

Percentage of Faaillea Not Paying for Care for Youngeat Child* 
b* Type of Arrangeaent for Toungeat Child » and by Age of Child 



Age of 
Toungeat Child 

Under 5 

Do Mot Fay 

Pay for Care^ 



5 or Older 
Do Not Pay 
Pay for Care^ 



Relative 

47.34 
52.66 



100.00 

61.48 
38.52 

100.00 



Non-Relative 

in Child*a 
Ho^ (Sitter) 



7.15 
92.85 



100.00 

37.53 
62.47 

100.00 



Day Care 

UOM 



2.59 
97.41 



100.00 

12.64 
87.36 

100.00 



Center, 
Nuraery 

School 



12.85 
87.15 

100.00 

10.93 
89.07 

100.00 



^Includea pay«ent in kind 



Source: Unpubliahed tabulationa fro« the National LoQgitudlnal Survey of Touth 
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T«ble 2 

Heao Weekly PeyMot by Mother* Paying for Child Care, 
by Type of Arrao&CBeot and Survey Tear 



Non-telative 



Center, 



Taar and Survey 

1975 (ONCO) 

1977-78 (MDCHS) 

H7W7 (IDCC 

1985 (VLS)2 

(deflated to 
1975 dollars) 

1985 (NLS)3 

(deflated to 
1975 dw-iara) 

1985 (VLS)^ 

(deflated to 
1975 dolUrs) 



Kelative 



$12.38 



34.57 

17.28 
29.62 

14.81 
23.20 

11.60 



in Child** Day Care Muraery 



(Sitter) 



$ 7.78 



38.18 

19.09 
42.18 

21.09 
a 



38.80 



School 



$16.07 $19.56 
20.85 



26.00 
38.31 



19.40 19.15 

37.86 37.40 

18.93 18.70 

33.73 28.24 



Total 



16.86 



14.12 



36.69 

18.35 
35.86 

17.93 
18.24 

14.12 



^Pull-tlM children only 

^Total payaact for all children, youngest under 5, by priaary arraogcaent for 
youngest child 

^ayaent for youngest child under 5 for prlaary care arrangeacnt only 
^ayaent for youngest child 5 or older for prla#^ry care arrangaatent only 
'Fewer than 10 cases in category 



Sources: UNCO- Moore and Hofferth, 1979 

MDCaS: Fosburg et al, 1981 

NDCCS: Coelen et al, 1979 

HLS: Unpublished tabulation* 
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Table 3 

Mean Hourly Psyaeot by Hothera Paying for Child Care, 
by Type of ArraDg«aent and Survey Year 



Year and Surrey 

1975 (UNCO) 

1977-78 (NDCHS) 

1976-77 (MDCCS)! 

1985 (NLS)2 

(deflated to 
1975 dollara) 

1985 (WLS)3 

(deflated to 
1975 doUarc) 



Relative 



$ .36 



.50 
1.51 

.75 



tton-Relative 
in Child* a 
Homt (Sitter) 

$ .52 

1.49 

.75 



Day Care 
Home 

$ .55 

.59 



1.17 

.59 
1.35 



.67 



Center, 
Muraery 

School 

$ .60 



.65 
1.37 

.69 
2.17 

1.09 



^Full-tiae children only 

^Fayaent for youngeat ch Id under 5 r prlaary care arrangeaent only 
^ayaent for youngeat child 5 or older for prlaary care arrangeaerit only 
*F«iier than 10 casea in category 



Sourcea: UNCO: Hoore and Uofferth, 1979 

NDCHS: Foaburg et al, 19e'i 

NDCCS: Coelen et al, 1979 

NIS: Unpubliahed tabulationa 
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EEVZSED 

Table 

lte«o Veekly Expenditure on Child Care for All Children* 
«nd Proportion of Total Weekly Incoae, Toungcet Child Under S, 
by Knee cod Poverty, APDC end Partner Statue, Thoae Paying for Care Only 

White (■) Black (M) Hiapanic (W) Total (M> 

Total Coat $37.63 (322) $32.00 (177) $38. SI $36.69 (587) 

Z of IncoM^ lw.l7 (789) 12.14 (145) 9.58 (68) 10.57 (505) 

■ot Poor 

Total 39.23 (275) 31.07 (122) 37.11 (66) 38-28 (465) 

X of locoM 9.12 (255) 7.72 (109) 7.74 (57) 8.83 C422) 

Poor 

Total 21.41 (37) 27.52 (41) jl.20 (13) 25.02 (93) 

X of IncoM 20.33 (34) 26.35 (36) ?0.60 (11) 22.55 (83) 

Wot AfPC 

Total 38.70 (292) 30.62 (143) 40.03 (81) 37.52 (518) 

X of IncoM 9.52 (2b2) 10.47 (118) 9.86 (65) 9.75 (447) 

/W 

Total 24.03 (30) 25.84 vj.) a 28.73 (68) 

X of IncnM 19.32 (27) 19.71 (27) a 18.90 (58) 

Haa 9o Partner 

Total 33.57 (55) 27.09 (63) 48.09 (11) 31.90 (130) 

X of IncoM 16.20 16.59 (51) 22.69 (10) 16.73 (109) 

Haa Partner 

Total 38.38 (267) 31.57 (114) 37.54 (73) 37.82 (457) 

X of IncoM 9.11 (242) 9.75 (94) 8.13 (58) 9.19 ^396) 

^Total weekly expenditure/total weakly inco«e 
*Pewer than 10 caaea in category 

fovrce: UnpMbliahed tabulationa fro* the NLS 
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Table 4B 

Heao Weekly Expenditure on Child Care for All Children, 
and Proportion of Total Weekly Incoae, Youngeat Child S or Older, 
by Race and Poverty, AFOC Status and Partner Statua, Thoae Paying for Care Onlr 

White (N) Black (H) Hlapanlc (W) Total (N) 

Total Coat $28.18 (34) $19.45 (28) $18.53 (14) $25.97 (78) 

t of Inco«e 8.12 (31) 11.33 (26) 5.20 (i2) 8.68 (71) 
Itot Poor 

Total 28.74 (31) 22.15 (18) 21.26 (11) 26.38 (62) 

X of Incose 7.77 (29) 8.14 (18) 5.11 (11) 7.52 (60) 
Poor 

Total a a a U.89 (12) 

X of IncoM a « • 17.80 (11) 
Hot APPC 

Total 28.04 (31) 18.55 (21) 18-55 (14) 24.42 (68) 

X of IncoM 7.09 (28) 9.04 (20) 5-20 (12) 7.32 (62) 
ATDC 

Total , a • 24.70 (10) 

X of IncoM a a a ft 
Hfta Mo Partner 

Total 32.41 (12) 20.36 (19) a 24.04 (35) 

X of IncoM 15.33 (11) 13.44 (18) a 13.11 (32) 
Haa Partner 

Total 26.53 (22) a 22.46 (10) 24.75 (43) 

X of IncoM 5.67 (20) a ft 5.56 (39) 

ftPewer than 10 caaea In category 
Source: Unpublished tabula tlona froa the NLS 
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Tabic S 

Neaa HtaUy Exp*iiditur« on Child Care for All a. drco» 
and Proportion of To..al WacUy Iocom» By Baca and Age of Youagcat Child» 
Thoaa Fayiag for Cara Only 



At* of 
Tottniaat Child 

Idtal 

% of Inco— 
Total 

X of Inccwa 
S or Oldar 



Total 



White (■) Black (■) Blapanic (■) Total (W) 

^0.66 (157) $39.21 (73) $44.00 (29) $40.5$ (262) 
10.14 (140) 11. 3» (58) 7.50 (21) 1..45 (222) 



33.33 (121) 
10.04 (109) 

34.94 (78) 
9.67 (71) 



28.23 (75) 
12.15 (6?) 

21.42 (58) 
12.57 (51) 



38.13 (48) 
10.81 (40) 

21.33 (21) 
6.41 (19) 



32.84 (244) 
10.50 (211) 

30.56 (159) 
10.04 (143) 



Sourca: Unpubliahad tabulationa froB tha HLS 
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Chairman Milxjsr. Thank you. 
Carol. 

STATEMENT OF CAROL FRANCES, CAROL FRANCES AND 
ASSOCIATES, WASHINGTON, DC 

Ms. Frances. My name is Carol Frances, and I am an independ- 
ent analyst who specializes in the economics and finance of educa- 
tion. Thank you very much for the opportunity to return to this 
forum and update information on trends in college costs and the 
ability to pay for college. 

With your permission, Mr. Chairman, I would like to present my 
testimony by way of looking at the charts and pictures. Rather 
than reading the testimony, could I go with you through the charts 
that will illustrate the answers to the questions that were suggest- 
ed by the staff? 

Chairman Milxjsr. Those are the exhibits in the back of your tes- 
timony? 
Ms. Frances. Right. 
Chairman Milxjsr. Okay. 

Ms. Frances. The first question: What are the trends in college 
costs? Exhibit 1 shows that clearly they are going up. Exhibit 2 
shows that they are going up faster since 1980 than in the previous 
half-decade. 

The colleges and universities have been accused in the headlines 
of being greedy and profiteering, but I think it is important to un- 
derstand that those costs of tuition are not going up because of in- 
creases in the underl3ring costs that the institutions are paying. Ex- 
hibit 4 shows that costs since 1980 have not been rising any faster 
than in the previous six years. What is going on is a difference in 
the revenue. 

Exhibit 5 shows that the institutions are balancing their budgets. 
Revenues have gone up in order to match expenditure increases. 
However, public sources of support. Federal, State, and local, have 
not risen as fast as ^he basic costs. The consequence is that tuition 
has had to make up the difference. It is the budget balancing. 

So the suggestions in the press that tuition has gone up faster 
than the cost of living is not an appropriate comparison, because 
we are looking at tuition not just as a cost but as the way the insti- 
tutions have had to balance the budget. Now a very small shortfall 
in public revenues can be translated into a very large increase in 
tuition, because tuition is a small proportion of the total budget. 

It has also been suggested that cost containment has worked in 
health and it ought to oe tried in education, but I think we need to 
keep in mind that the people who are employed in education have 
lost significantly in the real purchasing power of their salaries. Ex- 
hibit 7 shows the cumulative loss of purchasing power of people 
employed as faculty m colleges and universities. 

Exhibit 8 shows that while there were gainb made in the 1960's 
those gains were all wiped out in the 1970's, so that by the mid- 
1980*s people employed in education are about where they were in 
the mid-1960*s, which means that they are below othe' profession- 
als who have made some gains in the mid-1980's to recover from 
the losses madi^ because of inflation. 
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The second question that was posed is, what are the trends in 
income in relation to the trends in college costs? Exhibit 9 is an 
effort to answer that question. Again, the headlines have said that 
income has kept up with college costs, but I think that because of ~ 
the great diversity in enrollment in America's colleges and univer- 
sities today no single measure of income is adequate to explain 
what is going on. 

So I took a look at 24 different kinds of families and looked at 6 
different kinds of educational options, and since 1980, the period 
from 1980 to 1985, there are practically no m^jor household groups 
whose income is rising as fast as the cost of college. 

Relating to some of the questions posed to the previous panel, if 
you look at the bottom of Exhibit 9, the minimum wage increase 
has only been about 8 percent in the face of college costs that have 
been rising 50 or 60 percent. 

The third question is, what are trends in enrollment? Exhibit 10 
is a picture of trends in enrollment over the last 40 years. The en- 
rollment has stayed about 12 million since 1980. This is news, be- 
cause there has been a dramatic decrease in the college age popula- 
tion. The number of 18-year-olds decreased almost 12 percent, and 
yet the enrollment went down less than 1 percent. 

What are the forces explaining the fact that enrollment is stay-' 
ing up in spite of the demographic decline? Exhibit 11 shows in- 
creases in the college^oing rates in the 1980's. Now why are the 
college-going rates going up? One of the explanations might be 
shown in Exhibit 12, which is comparatively high unemployment 
rates for college-aged youth. Even though they have declined dra- 
matically since the early 1980's, they still remain comparatively 
high, especially so for minority youth of college age, as explained 
in Exhibit 13. s «6 h 

Exhibit 14 shows something ')out the resources available in the 
form of student aid to students. Underneath this is a dramatic shift 
in the form in which aid is awarded. There has been a dramatic 
shift from grants to loans. In the mid-1 970's, three-quarters of the 
aid was awarded in the form of grants. The share has dropped to 
less than half that. Meanwhile, the proportion of aid awarded in 
the form of loans has risen from around 20 percent to over 60 per- 
cent in the mid-1 980's, and the proportion awarded in terms of op- 
portunities to work is about the same at 4 or 5 percent. Anyway, 
we have a dramatic shift in the structure of student aid. 

Exhibit 15 makes a point with respect to how the aid is paid and 
whether it is paid to students or paid on behalf of students to 
banks and other lenders. There has boen considerable argument 
that the availability of student aid has fueled the increases in col- 
lege and university tuition, but the aid paid to students has not 
risen dramatically and, I think, is not plausible as an explanation 
for the increase in tuition. 

Chart 16 shows what the situation would be for a student at- 
tempting to work through school based on minimum wage. Now 
many students don't work at the minimum wage, but if the mini- 
mum wage is our wage flror under hourly workers this would at 
least show the trend. Th'j is the hours necessary to work t > pay for 
college tuition, room, and board if the student were working at a 
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minimum wage job, and it shows a dramatic increase in the 1980's. 
They would have to work considerably more than full-time. 

There is a very significant proportion of collie students who are 
employed in the labor force and employed. Close to 90 percent of 
the part-time students in collie work, and close to 40 percent of 
the full-time students work. So they are getting through college 
substantially by working. Nonetheless, the wages that they can 
earn toward that college cost is not keeping up with increases in 
the costs, and, as a result, larger and larger numbers of students 
are taking out loans, and total loan commitments since the incep- 
tion of the Guaranteed Student Loan Prc^am are shown in Exhib- 
it 17. We have had a significant increase in the 1980's. 

Exhibit 18 shows an increase in the number of people below the 
poverty line, with the consequence that, even if we have a tai^et- 
ing of student aid to the low-income student because there are 
more of them, it is veiy likely thai we will not have an increase in 
the aid awarded to individual needy students. 

The result is that the institutions themselves, as shown on Ex- 
hibit 20, are providing institutionally-funded student aid, which is 
doubled from under $i3 billion to close to $6 billion of aid in the 
early 1980's, which is leading to increases in costs, which is part of 
the reason that tuitions are increasing. 

I wanted to add a chart to close the testimony, which is the free- 
standing cliart, the purpose of which is to show the relative ability 
to pay for college by household heads of different age. If the high- 
est income group is the 45 to 54-year-old group, which is at 100, 
what it shows is that those in the college age group that may be * 
trying to earn the income to pay for college, their relative ability to 
pay for college has eroded significantly over the last several dec- 
ades. 

Basically, as a Nation, we have done a good job in improving the 
well-being of the older and retired household heads. Where many 
of them were in poverty in the 1960's, we have done a good job of 
improving their situation. Meanwhile, we have allowed the situa- 
tion of the younger households to worsen in relation to the invest- 
ments that they would be making. 

The final question is: What is the outlook? On the cost side, I 
expect tuition increases to slow down, and on the revenue side, it 
all depends on where you are in the economic system because of 
the greater inequality in the system that wt are experiencing. 

Thank you very much for the opportunity to share this informa- 
tion with you. 

[Prepared statement of Carol Frances follows:] 
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Prep ABED Statement of Carol Frances, Carol Frances and Associates, 
Washington, DC 



Mr. Ch'ilrman and Members of «*he Select ComnittM: 

My nane is Carol Frances. I an an independent analyst who 
specializes in the economics and finance of higher education. I 
work with individual colleges and universities, education 
associations, private industry, and government agencies. 

Z want to thank you very much for your invitation to return 
to this forum to update information on trends in college costs 
in relation to the ability to pay for college. 

I will summarize very briefly conclusions drawn from 
extensive analysis of trend data done in connection '4ith two 
reports: the first, on institutional costs, commissioned by the 
American Federation of Teachers and the Association of Urban 
Universities; and the second, on ability to pay for college, 
commissioned by the American Association of Community and Junior 
Colleges and the American Association of State Colleges and 
Universities. The conclusions presented in this testimony are my 
own# -and do not necessarily reflect the ^icws of any of the 
organizations which sponsoreil the studies. 

Your Comirittee has posed five specific questions: 



1. What ars the recent trends in college co0te7 

Students are paying higher tuitioti because public support — 
including both stats appropriations and Federal student aid — have 
net kept pac9 with inflation. 

Since 1980, college tuition and fees have increased at 
faster annual rates than they did in the previous five or ten 
years. (See Exhibits 1-3.) The reason is not* however, that 
total costs paid by the colleges and universities for the 
services and supplies that they bought are going up faster than 
before. Indeed, overall cost increases — as measursd by the 
Higher Education Price Index — from 1980 to 1986 were no greater 
than they were from 1974 to 1980, because the cost components 
with higher rates of increase in the earlier period were the 
components with the lower rates in the later period, t^nd vice- 
versa. (See Exhibit 4.) 



TRINOS IN COLLEGE COSTS 



AND THE ABILITY TO PAY FOR COLLEGE 
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Thm r«sson tuition hss incr«ss«d fssttr is tbst r»v»nu»s 
froA public sourcM hsv« not incrrastd ss fsst as costs. ($•• 
Exhibit 5.) Coll«0«s and universities genersllj bave lass control 
over ravanuas fro» public sources than tbay do over tuition, so 
tuition functions to bslsnce tbe budget when revenues froa public 
sources do not keep up with underlying cost increases. A sasll 
parcenvage short f si 1 in the public sources of revenue can 
trsnslste into s very Isrge percentage increase in tuition. (See 
Exhibit 6.) 

Tuition hss incressed faster than the consular price index 
recently but this is not a completely appropriate coaparison 
because tuition is not just a "cost". Tuition slso plsys a 
central role in balancing college and university budgets. 

ThuSr tuition is currently incressing becsuse students are 
besring s li^rger shsre of the costs of their education. 

: leges snd universities sre concerned about costs, and 
sbout holding costs ss low ss possible. It hss been argued that 
cost containaant has worked in health and it should be tried in 
higher education. One big difference should be kept in aind, 
however, which is thst people eaployed in higher education have 
lost ground in relstion to workers generally while people 
eaployed in health have gsined. Froa the early 1970s to the 
early 19iOSr college fsculty lost close to a quarter of the 
purchasing power of their incoaes — s grester losa than for other 
professionsls snd for workers in genersl. (See Exhibit 7.) Since 
the early 1980s, fsculty hsve regained soae of those losses in 
resl incone, but not to the extent thst other professionsls hsve. 
(See Exhibit 8.) 

Cost issues in higher educstion relste aore to such bssic 
questions ss who should hsve the opportunity to go to college, 
whst should be tsught, and what is the proper bslsnce between 
instruction snd student services than it does to contsinaent of 
unit costs. 



2. Wist ere the trends in costs in relation to fanily incona7 

For college students and their families the current reslity 
is thst incoae is not keeping up with college costs. 

Becsuse of the Isrge snd growing diversity of students in 
Aaericsn higher educstion, no single aessure of incoae sdequstely 
reflects the rsnge of economic circumstsnces chsrscterizing their 
sbility to psy for college. 
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To d»v»lop a Buch morm coapr»h»nsive analysis of trends in 
the ability to pay for collage, I have idantifiad students in 
different aconoaic circuastancas, indicating whether they were 
dependent on family income or independent; and if they were 
dependent family aambers, whether they were aeabers of two-parent 
or single-parent households. I have also differentiated economic 
circumstances by age, race, and occupation of the household head. 

Overall, looking at trends in the income of 24 different 
types of households in relation to college costs, it is clear 
that since 1980, for the vast majority of students, income has 
not kept up with college costs. (See Exhibit 9). 

Controversy over trends in the ability to pay for college 
waf, fueled recently by reports that income was keeping up with 
college costs. But to reach that conclusion, the analysts had to 
use per capita income instead of family income. On the face of 
it, per capita income — because it is based on a more 
comprehensive definition of income— might give a better picture 
of whether resources to pay for college are keeping up with 
college costs. 

Per capita income includes both money income and non-money 
income. Since non-money income could free-up money income to pay 
for college it might make sense to include it. The problem is, 
however, that non-money income is largely in the form of medical 
payments to the elderly, and pension benefits to retired people, 
and school lunches for v«ry young children. The non-money income 
does rot, therefore, go to families with members in age groups 
likeliest to go to college — and further, the transfer payments 
are needed by the femilies thet receive them to pay for the added 
costs of living of retired people or medical expenses of sick 
people. 

College costs outstripped both fsmily income end per capita 
incone over the last five years and the last ten yean . The only 
way the reports could come up with the conclusion that income was 
keeping up with collage costs was to use the per capita income 
series and use a time period going back 15 years. 

Fecial forces bearing on American familj.es should also be 
taken into account in assessing their ability to pay for college. 
For instance, the number cf single-parent households ir th* U. S 
has increased by more then 80 percent since 1970, five times as 
rapidly as the number of married couple households. One out of 
every four American family households is headed by a single 
person. Close to four-fifths of these households ere headed by 
women, with average household income not much more than half that 
of married couple households . The number of youngsters 
approaching college age in these households is disproportionately 
high and increasing, and they have much greater difficulty 
paying for college education than those from two-psrent families. 
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3. What ara tha trands in anrollBant? 
Total Inrollaant 

Collaga anrollaent at the opening of the acadaaic yaar 1986- 
87 was juat over 12 million. (See Exhibit 10.) Total MirollMnt 
has b«an holding within a ranga of i2.5 aillion to 13. a Million 
tor the last five years. Thia is naws because fro« 1910 to I9t5 
the college-age population decreased and aanj earlier analysts 
had projacted significant declines in enrollment based on the 
decline in the collage-age population. 

Coliaga-Coing Ratas. 

Part of the reason for increased college enrollment is 
increases in college-going rates. (See Exhibit 11.) Indeed, the 
percentage of the college-age popul tion actually enrolling 
increased enough to offset the decline in the number of people in 
the college-age group. 

Inrollasnt by Aga Croup 

The favorable trends in college enrollment can be seen by 
grouping the Census data on population and enrollment by six age 
categories. College enrollment of 18-19 year-olds decraased less 
than one percent (0.9 percent) even though the population in that 
age group decreased by 11.7 percent from 1980 to 1985. College 
enrollment of 20 to 21 year-olds increased 8 percent even though 
the age group decreased 5.3 percent. 

Overall, just under half of the increase in college 
enrollment from 1980 to 1985 (based on Census school enrollment 
figures covering the population age 3 to 34) tfas accounted for by 
students in the traditional 18-24 college age group, and just 
over ha:f was accounted for by students 2f to 34. 

Minority Inrollaant 

Trends in minority errollment are mixed during the 1980s. 
Enrollment of blaclc men and women .las decreased significantly 
since pea)cs in the early to mid-80s. Enrollmen of Hispanic men 
and women has co^vinued to increase. From 1980 to 1985, Hispanic 
enrollment increased close to 30%. This appears to be true 
because of increases in the Hispanic population and increases in 
tht high school graduation rate among Hispanics. College-going 
rates among Hispanic high-school graduates have not increased, 
however. In any event, while Hispanics accounted for only a 
little over 4% of college enrollment in 1980, they account for 
close to 20% of the increase in enrollment from 1980 to 1985. 
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4, Whet tr* th« •conoBic forces r«sponsibl« for th«s« tr«nds? 

Major economic forces responsible for these trends include: 
TrsnsforKstion of the scononic bess 

The najor econonic force shaping higher education in the 
United States today is acceleration in the transformation of the 
economic base from physical , resources to human resources in the 
face of global competition. Yec national investment policies, in 
both the private and the public sectors have focussed primarily 
on physical resources — on investment in plant and equipment 
without equal attention to investment in people. 

Inflation 

During the period of high inflation from the early 1970s to 
the early 1980s, college and universities held tuition increases 
below the cost of living increases. Over this period, the 
resource base of the institutions was eroded: physical plant and 
equipment was undernaintained; financial assets per student in 
real terms declined; and the faculty, the human resources r lost 
real income. 

Dramatic decreases in inflation since the early 1980s 
enabled the colleges and universities to begin restoring their 
asset bases. Faced either with a permanent reduction in the 
relative economic status of people they employ — and a loss «.n 
their ability to attract good new people into teaching in the 
future — or compensatory increases in incomes, they have made up 
some of the earlier losses in real income with salary increases 
greater than the increase in the cost of living. 

UnamployMant 

Though the unemployment rate has declined significantly from 
peak levels in 1981 and 1982, it remains high by historical 
standards, even for the collage-age group, (See Exhibit 12) and 
especially for minority youth. (See Exhibit 13.) 

People without jobs enroll in college to improve their 
future prospects. Consequently, high unemployment rates have 
probably played a role in sustaining college enrollment. 

Student Aid 

Federal aid paid to students has not kept up with tuition 
costs end the the share of student aid packages awarded as grants 
has decreaeed significantly while the share awarded as loans has 
increased. (Exhibits 14 and 15.) 





196 



A very large percentage of students are trying to cope with 
college costs by working. Over 40 percent of the full-tiae 
students work and aloost 90 percent of the half'tiae students 
work. 

The incoBie that students can earn is not keeping pace with 
college costs, however, which contributes to greater and greater 
reliance on loans. The statutory nininun wage is a floor under 
hourly wage rate^ that may be used as one neasure — if not of the 
level at least of the trends — in the earnings of young college 
students working at entry-level jobs. College costs have 
outstripped trends in their hourly earnings, aaking it nuch nore 
difficult for students to work their way through college. (See 
Exhibit IS. I 

Student aid paid to students has not kept pace with college 
costs and self-help requirements under the student aid programs 
«ire much m^re difficult for some students to meet than for 
others. The summer earnings, for instance « of a young white male 
student trying to earn money toward his tvition for the fall 
semester may be three times as much as the summer earnings of the 
young black female student trying to meet the same tuition bill 
at the same institution. 

The growing gap between college costs and what students can 
earn contributes to their growing reliance on loans. (See Exhibit 
17.) Almost half of the graduates leave college with loans to 
repay. And the amounts borrowed per student are increasing. 

Targeting of rtudent aid on the lowest income students with 
the greatest need is, xn itself, a laudable goal. Where, however, 
it is associated with a stringent budget policy, it may function 
more to eliminate middle-income students from eligibility for aid 
than to increase the amount of aid per low income student because 
of the significant increases in the numbers of families below the 
official poverty line since 1980. (See Exhibit 18.) 

The availability of student financial aid is not fueling 
tuition increases. Indeed « over the last fifteen years, the five- 
year period with the largest percentage increase in student aid 
is also the period with the smallest percentage increase in 
tuition and the period with the smallest percentage increase in 
student aid is the period with the larges** percentage increase in 
tuition. (See Exhibit 19.) 

Because student aid has not kept pace with student costs, 
institutions have provided more of the student a^'d themselves 
from their own general funds. (See Exhibit 20.) Institutionally 
funded student aid has more than doubled since 1980 from well 
under $3 billion to about $6 billion — becoming among the fastest 
growing components of college and university budgets. (See 
Exhibit 21.) The increasing costs to the colleges of providing 
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this aid is part of the reason tuitions have increased. 



5. What is ths outlook for the future of college costs and 
aftordability? 

On the Cost side: 

Year-to-year increases in college tuition have si )wed 
markedly over the last several years as the institutions have 
cone closer to making up for the luss^s in %ncome of the faculty. 
And the prospects for further slowing of cost increases in higher 
education are good because the largest component of cost of the 
institutions is faculty salaries which lag overall cost trends— 
and general inflation is still low in comparison with the late 
1970s and early lS80s. 

On the Income Side: 

it 15 getting easier or not to pay for college 
depends on which economic group you are in. Economic conditions 
and policies art resulting in greater income inequality in the 
United States. 

The gap in income between the rich and the poor is growing. 
The gap in income between the white* and the blacks and Hispanics 
IS growing. And the gap in income between the salaried workers 
and the hourly workers is growing. 

Ultimately, the outlook for college costs and the ability 
of students and their families to pay depend on larger economic 



Economic competition and economic transformation affect 
overall economic growth rates, personal income and savings , 
corporate profits, and Federal and State budget resources to pay 
for education. 

Economic competition and economic transformation have 
resulted in dramatic shifts, in all regions of the country, in 
the industrial structure and the occupational structure. That, 
in turn, affects the kind of education employers need and 
students want . 

The educational preparation of children, the opportunities 
of young people and adults to go to college and the ability of 
families to pay for it depend on a better balance in the United 
States between investments in bricks and mortar and investments 
m people — and on renewed concern about equality of opportunity. 
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Exhibit 1 



TRENDS IN TUITION AND REQUIRED FEES 
IN 

fUBLIC AND PRIVATE INSTITUTIONS 
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1973 



1976 



1979 



1902 



1905 



Source: U.S. Department of Education, 

Center for Educ tion Statistics. 
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Exhibit 2 



rSRCINT ZNCRBASB ZN TUITION AND RBQUlltBD PBSS 
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Ixhibit 3 

TUITION AMD aiQumiD rill 
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Exhibit 4 

KZGHER IDUCATZON PRZCE ZNDEX 

Ptrctnt Zncr«ts«: 
1974 to 1980 Conpartd With 19$0 to 1916 




Source : Based on data from the Higher 
Education Price Index, prepared and 
published by Kent Halstead. 
Research Associates. 
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Exhibit 5 

TRENDS IN CURltlNT rUND REVENUES 
r£}lCENT INCREASE 
1979-10 to Z9I4-I5 
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Center for Education Statistics. 
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Exhibit 6 
WHY TUITION RCEPS GOING UF 

1. COST FRtSSURES 

2. IPENDIfG PRESSURES 

3. RIVENUr SHORTFALLS 
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Exhibit 7 
CUMULATIVE LAC IN THE mCHASZNG FOVUt 

or 

FACULTY SALARIES 
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Exhibit 8 

Trends in nMrtgn Satorfts 
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Exhibit 9 

COnPARISON OF TRENDS IN INCOME 
AND TUITION, 1980-85 
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Exhibit 10 

CHRONOLOGY Of ICONOMXC CTCLfi AltD fOLXTZCAL IVIIfTS 
TMAT KAVI APriCTiD C0LLB6I gNHOLLMIIIT 
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Exhibit 11 
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Exhibit 12 
UNEMPLOYMINT RATI OP COLLBOg-Mg YOUTH 

r 
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Exhibit 13 

UNKMPLOYMBNT RATES 
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Exhibit 14 



TKINDS IN rSDBRAL fTUDtN? AID • 
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Not*: Includes prlvat* loan funds provided to 

students by banks and othar landars under 
the Guarantaad Student Loan Program. 

Source: Based on data from the U. S. Department of 
Education, Center for Statistics; Office 
of Management and Budget ; Veterans 
Administration; and College Board. 
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Exhibit IS 
TRINDS JN rXDiRAL OUTUYf POR ITUDKNT klD 
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exhibit 16 
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Exhibit 17 

STUDEKT LOAN COMMITMENTS 
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Exhibit 18 



rOVIRTY TRENDS 
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Exhibit 19 



COMPARISON OF INCREASES 
IN 

STUDENT AID AND TUITION CHARGES 




B.sed on d.t. from the Dep.rtment 
of Eduction, Center for Education 
Statistics. Digest of Eduction 
Statistics: and the College -Board 
Trends in Student Aid. 1980-1986. 
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oftOWTB or 

XNf TXTUTXONXLLY FUNDBD gTUDBNT AID 
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Source: Based on data from the U. s. 

DapartMent of Education, Center for 
Statistics. Financial Statistics, 
annual edition*. 
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Exhibit 21 

TKENDS IN COLLBCC AMD UNZVBKSITT SXPENDITURES 

F«rcantag« Iner«aa« in Current Pund Expenditures: 
1979-10 to 1994-15 
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Chairman Miller. Thank you. 
Dr.CSay. 

STATEMENT OP DR PHILLIP L. CLAY, PROFESSOR OP CITY PLAN- 
NING, DEPARTMENT OP URBAN STUDIES AND PLANNING MAS- 
SACHUSETTS INSTITUTE OP TECHNOLOGY, CAMBW^^ 

Mr. Clay. Thank you very much. 

In just about 18 months, we will celebrate the fortieth anniversa- 
ry of Congress making a significant commitment to the American 
family. That cpmmitaient was that every family is entitled to a 
decent home in a suitable living environment. Almost 40 years 
after this commitment was made, we have made substaiitial 

Erogress, especially through 1980, toward meeting that goal. Still, 
owever, there are 15 million families who are inadequately 
housed or not housed at all 

Let me cite a very short list of statistics which will support my 
point that housing is one of the major issues which concerns the 
American family. Housing is the transaction which almost all fami- 
lies are obliged to make, and it is the setting in which the family 
life is carried out. 

During the 1980's, we had for the first time since President John- 
son, a significant increase in the incidence of poverty, and this inci- 
dence has been particularly true among families with children, as 
other speakers have pointed out. We have also found that we have 
about 2 to 3 million persons who are homeless. This growth in the 
homeless population has been especially significant among home- 
less families. 

All families with children have had a significant erosion in their 
income during this same period when housing prices, rents, inter- 
wt rates, land prices, and other factors having to do with housing 
have leaped upward and remained at historic high rates. 

We have also found that during the last 10 years, the first time 
in the last 40 years, we have had a significant erosion in housing 
opportunity at the same time when we have had little Federal at- 
tention to make the kinds of a4justments that were made at other 
pomts in our history. 

We have also in the last few years added relatively few units to 
the resources which families have available, and we are at risk of 
losing some of the 4 million housing resources we have built up for 
the poor in the last 40 years. 

I was asked to ackiress two questions: First, what happened to 
the great housing opportunity engine that helped so many families 
improve their position since the administration of Franldin Roose- 
velt? Second, what might we do now to help families who are still 
inadequately housed? 

But before I answer those questions, let me be very clear in con- 
trast to what some of my other colleagues might suggest. I suggest 
that the issue of housing is not simply a lack of money. The experi- 
ence with the Section 8 C3rtificate Program and with President 
Reagan s Voucher Program suggests clearly that even when poor 
families are given certificates that make it possible for them to pay 
the "fair market" rent, they still have difficulties. More than half 
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of the certificates are returned in the first period after they are 
awarded. So I want to emphasize that the housing problems that 
families face are, first, housing problems and not some other kind. 

Now to the question of, why can't we solve the housing problem 
the way we did it before? During the period between roughly the 
1940's and the 1980's, we had three phases of American housing 
policy. The first phase, going back to 1937 and lasting until 1965, 
emphasized public housing. The Federal Government essentially 
helped local communities build housing to meet the need that the 
communities identified. We built about 1,300,000 units in that cate- 
gory. For a variety of reasons on which both liberals and conserv- 
atives. Democrats and Republicans, agreed, we essentially, starting 
in the mid-1960's, abandoned the Public Housing Program. 

Between 1965 and 1975, or 1973, to be more exact, the President's 
moratorium, we moved toward a policy which relied on the private 
sector to provide housing to meet the needs of the poor, and to 
make that possible we provided them with various incentives. 

In the second phase, between 1965 and 1973, we provided a rela- 
tively shallow subsidy along with a variety of tax benefits. We 
provided about a million units unde^ various programs in that cat- 
egory. 

Between 1975 and 1980, we were in the third phase of our hous- 
ing policy in which we provided very deep subsidies along with gen- 
erous tax benefits to the private sector to build housing for the 
poor. For a variety of reasons on which I need not dwell, we aban- 
doned that approach. 

What we have had since 1980 is no policy which was consistently 
pursued, which resulted in a significant yearly increase in the 
number of units, or which addressed the variety of trends which 
were significant during this period, ranging from the declining 
income of the poor, the increase in the number of homeless fami- 
lies, and so forth. 

The second aspect of the question is: why can't we do housing the 
way we used to in terms of helping the poor? After looking at ways 
by which families have improved their housing situation in the 
past, I would suggest that there have been four options. 

The first is, families can save and family members can help each 
other. The second is, families can accept filtered-down older units 
and fix them up. Third, they can accept public housing or assisted 
housing. Fourth, they can change their consumption goals or pref- 
erences. These options at different times and in different combina- 
tions have provided the opportunity for families to improve their 
housing situation, at least over time. 

But I would submit to you, ladies and gentiemen, that all four of 
these ways are no longer helpful in improving the family's opportu- 
nities for housing improvement. On the savings side, it is clear, as 
other people have pointed out, incomes in real terms have gone 
down, the housing prices have gone up dramatically, and rents 
have gone up. The increases have been most serious in areas where 
families with poverty live. 

We also know that in terms of the second situation— that is, fam- 
ilies moving into older units — one of the ways that the middle class 
has accommodated to increasing prices in rents and interest rates 
and so forth has been to buy older housing, so the poor now do not 
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have full access to older housing that they used to have, because 
that housing is now of interest to the middle class and even the 
upper class. The poor are in competition with these groups for - 
access to this housmg. The poor lose in that kind of market compe- 
tition. Even when they win, they win at the cost of significantly 
higher rents and insecure tenure. 

We also know that we have not been building housing sufficient 
to match the increase in the number of households. During the 
1970'8, we added about 21 million households, but we only added 16 
million housing units, and so about 20 percent of the housing 
needed to meet new household formation and other needs was 
taken by existing units. 

The tiiird means by which families have improved their housing 
situation is through public housing and assist^ housing programs. 
During the 1970's, we added about 300,000 unita per year in the 
various programs, and in the early part of that decade we added 
significantly more. We have averaged less than 100,000 units so far 
during the decade of the 1980's even as we have had a si^iificant 
increase in the incidence of poverty and the incidence of family ho- 
melessness. 

Finally, families have been able to improve their situation by ' 
changing their preferences, by aspiring for less, by taking smaller 
units than they would otherwise find desirable. But I would submit 
to you, members of the committee, that changing preferences is 
really a temporary solution. It is acceptable only when there is the 
prospect that hy some of the other means I mentioned that one's 
housing situation will improve shortly. We are at a point where I 
do not believe that families, especially poor families, have reason to 
believe that their situation is going to improve shortly. 

What I would suggest finally is that we need a Phase Four 
policy, and I am encouraged by two things: first, the interest on the 
part of the Members of Congress to take a look at housing for the 
first time in some years, and, second, the attention, at least in 
the early part of this presidential campaign in both parties, to nve 
attention to the concerns of families and children. I think both of 
these trends will be helpful. 

For housing I would suggest the following broad elements to be 
included in a housing poii<^. The first is that we need a production 
program to address die shortfall in units which I mentioned. I 
think in some places such construction might not be as important 
and that housing vouchers mi^t be adequate. 

I woiUd also suc^est that fau- housing should address the issue of 
discrimination against families with children. I would want to 
point out that families are competing with non-families for scarce 
rental units, and when that competition occurs many landlords 
prefer not to have families with children and, instead, select single 
people. So fair housing ou^t to extend its umbrella to include fam- 
ilies with children as a protected group. 

I would also suggest that we try to preserve the units which are 
available as resources for the poor and to strengthen community- 
based efforts at self help, at community building, and in public-pri- 
vate partnerships. Thank you very much. 

[Prepared statement of Phillip Clay follows:] 
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Preparkd Statemznt or Dr. Fhiujp L. Clay» Professor of Cmr Planning, Depart- 
ment OF Urban Studibb and Planning, Massachusetts Institute of Technology, 
Cambridge, MA 



TfiAMK XUU HH. CHAIRMAV. 

I ea grateful for the opportunity to address housing issues 
facing Aaerican families. I will offer some perspectives on the 
nature of the problem and some suggestions for how to address 
these problems which I would characterise as serious. 

Introduction 

Ve are just 18 months away from the 40th anniversary of the 
Congress making a historic commitment to the American family. 
Specifically, the congress passed the Housing Act of 1949 that 
stated tnat it is the policy of the United States tnat every 
American family have "... a decent home ... in a suitable 
environment.** 

After almost forty years* we have made substantial housing 
progress and we are well beiov the one*tnird of the poptxlation 
that was ill*housed at the end of Vorld Var II. We still have 
a long vay to go, however, as millions are still inadequately 
housed cr to sr. increasing extent, not housed at all. 

I Srnse x'rca Congressional activity in tnis session tnat we 

are at cn= ci* rr.ose critical points where we search for new ideas 
tr.at be sucjected to the Congressicr.al process and critical 

ravievr s.ni ir. sens fasnion become the next federal strategy for 



Che Ecugir.r Prcblea for Faailies 

Let ae first, put the housing problem of families in scze 
perspective. 

0 During the 1980s we have had a major increase in 



the incidence of poverty among housenolds — from 
just under 12 percent in 1970 to sore than 15 
percent in 1986. federal programs tnat in the 
1970s sparred nearly 20 percent of families that 
would have otherwise been poor have been cut to 
the point that such programs now help only 1 in 9 
families avoid poverty. There nas been a 47^ 
Increase in the percentage of families with 
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children vfao have incoses b«low th« povertj irne 
rroB m 1973 to Mft in 1V8? (using \^B3 
constant dollars.) This hlghsr Incldsnce of 
poverty nas reaalned stesdy despite economic 
recovery. 



About 12-14 allllon faallles are presently 
lll*housed» tnat is tney live In a 
substandard units » are crowded » or pay more 
than :^0^ of their Incoae for housing. 

An estimated 2*3 Billion persons are 
homeless. The largest and most rapid growth 
m tnls population nas been homeless 

families. 

All families with children (except those In 
the top firth of the Income distribution) 
have lost Income (In constant dollars) during 
the 1980s. For all families this amounts to 
1%, but for families with belov median 
Incomes, tnls loss nas been three to six 
times this much. During the same period » 
housing prices^ rsnts» Interest rates and 
other housing cost factors have leaped 
forward and remained at historic high 
levels. 

Vlth this Increasing poverty » growing evidence 
of a housing problem^ we have* for tn<» first 
time In recent history no policy to address 
these needs. Ve presently produce less than 
100,000 assisted units each year compared to 
more than 300 » 000 units per year during the 
1 9708 . 

For the first tine this decade » the steady 
aarch tovard homecvnerSAlp nas come to a nal'^ 
Ve have r.ov a decade in wnlch the ownership 
rate nas actually declined from 66 to 64 
percent after a steady 40 year climb; for 
young families (heaaed by persons age, 25-34 .\ 
the rate decreased 7 percent between 1980 and 
1965 alone, from ^9 percent to 55 percent* 
This figure Includes many mlddleclass as well 
as workingclass families. The dream of 
ownership is hard to sustain » much less 
realize. For poor families, less than 20 
percent can afford ownership, and then only 
marginal units and mobile homes. 
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I could go on vith the statisticti, but suffice it to say 
that not only have families vith children found it aore 
difficult to improve their housing status, housing is a 
probiea tor families that has broadened and deepened during 
this decade, affecting not Just the poor but even middle 
income families. 

In my remaining time, I want to address tvo questions. 
First, vhat happened to the great opportunity engine that 
helped families make great progress between WVII and 1980? 
why is it not working nov? Second, vnat as ve need to do 
address the housing needs of families. 

Before turning to these questions, I want to emphasize 
that the problc»m in housii^^ is not that the families need 
more money. Ve knov from the experience vith the Section 6 
Certificate Program, for example, that vben ability to pay 
the rent is not an issue, most poor families vith 
certificates still have a bousing problem. Money is 
important, but the housing problem is. first and forenoet, a 
housing problem, not an income problem. This point applies 
to the poor, moderate income, and even middle income 
families. Indeed many families nov face the housing markets 
vith more resources than their parents nad at a comparable 
point in their housing career. 

Why Can't We Solve the Housing Problems The Var Ve Used To? 

The first part of the ansver to this question is that vs 
have nc* as a nation really tried to address housing problems 
during the 1960s. It has been 7 years since congress has 
taken a look at housing and attempted to correct problems or 
update prograsS' A few demonstration and pilot efforts 
represen- the only initiatives offered in recent years. 

C;*.i» l3 in con-iast lo several decades vhen congress 
direc-si housing policy in speciric directions to i^ddress 
contecrrrary housing concerns. Chis is the longest period in 
40 years vnen -he most siir.ifican- transaction affecting 
faaili55 has gotten so li-Tle surport despite an escalation 
cf the probles. I nake tr.is staTeaent despite tax cuts and 
uax refSrm which, in fact, have combined to hurt our efforts 
to prcvide affordaole housing. 

Chere have been three distinct phases to U. S. housing 
policy. In these phases vnich go back to the 19408, ve 
constantly sought to rebove roadblocks to improving the 
nation's housing supply. In the first phase, ve instituted a 
public housing program and put a national mortgags system in 
place. Ve offered homeovnership benefits to young families 
and veterans vith FHA and VA programs. Ve ersated tax 
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incentives and preferences to encourage housing development 
and consumption. 

In Phase 2, starting in the oid-l'^SOs, ve brought the 
private sector in to produce better designed housing and to 
focus on housing for those who like many families now, have 
income tnat is Just too low to get decent housing. We made a 
very modest effort at rebuilding urban communities with new 
housing on urban renewal land. We initiated efforts to help 
poor families buy homes. Moreover, ve expanded tax 
incentives and created a national marjcet tor housing 
instruments and encouraged state and local commiinity 
planning. 

In Phase 5» from 1975 to 1980, we built new housing 
with deep subsidies to the poor. We also focused attention 
on rehabilitation and neighborhood conservation. We 
increased and enhanced tax preferences relaxed to housing. We 
increased local discretion in program development with block 
grant programs and started the deregulation of financial 
institutions in the hope that it would bring more capital for 
investment in housing. 

These efforts in the various phases were never perfect. 
In fact each sought to take care cf previous flaws and 
oversights. Since 1961, we have had an adminstration that 
nas sought not to fix the sh^p, but rather to abandon the 
ship. 

X migat also address the (luestion of what has changed in 
anotr.er way. Tnat is to look at wnat was available to 
fa!::llies as options in the past, how these options worked and 
where we stand with them today. 

Tradi-ionally families have had 4 options to address 
tneir hcusir.g needs and goals: savings and family 
as3is-ance. fiiiering co**n cr* older units, accepting public 
or assis'di hous:.ng, or cr.ar.^mg consumption goals and 
prei'erencec . These options » at dif:ferent times and in 
di.-irer.-: co'al;ination cver-:ze, helped most families, 
inolwLdir.g poor ones become better housed. That is hov it 
usei to vork. why can't it vork tr.at way now? 

Firs', saving is no* a potential route for many 
households. Not only nas the cost of housing gone up faster 
in recen* years than the return on savings, families have had 
less real income from which to save. Moreover, the ability 
to finanoe home purchase with low downpayment have run up 
ag:iinst tne realities of housing finance and declining 
economic fortunes for poor and wor^ingclass families. In 
recent years, the metaphor lor families has not been 
"building a nestegg," but "getting on the (housing) train 
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lefore its leaves the station." The overconsumption or 

ipeculative behavior on the part of some to **get aboard** the 

lOusing train inflate prices and make it difficult for 
*tliers get adequate shelter. 

Second, families used to be able to improve their 
.ousing situation by taking units ttiat vere left by higher 
ncome people moving into nev housing. Over a number of 
lOves, the less veil off family vould be able to improve the 
lOusing vlthin limits of their income. The sitiiation is 
.uite different now. The demand for housing which used to be 
teet, in net terms, by nev construction, in recent year, has 
isen met to the extent of 20% - by older housing. In other 
'ords, the poor have to compete vith the non-poor for older 
jiits. Not only do the poor and families, especially, often 
ose to condo conversions and gentrif ication , when they win, 
t is at the cost of higher rents and less secure tenure. 

Uor is it simply the case that poor families are 
ompeting vith honpoor families. It is, in part, a matter of 
he families competing against non families for housing. Our 
.ousing markets in cities increasingly are dominated by 
ingle people and couples, not families. These nonfamily 
.ousehoids have higher incomes or more vorkers but vithout 
he obligations that families have. They are able and 
'illing to spend more for housing or to take advantage of the 
ituation by investing in housing, making shelter even more 
ike a commodity. Families, especially the groving 
iroportion headed by women, cannot compete. 

Third, families used to have access to a variety of 
•ublic and assisted hou&ing programs. These programs vere 
ritical as temporary way stations and for many as a 
■eraanent subsidy. The units — greater than 300,000 a year 
n the 70s — not only were a direct response to need, but 
ndirectly helped to relieve pressure on the nonsubsidized 
tock. All of' these programs now have long waiting lists 
ha- continue to grov arc vith it the pressure in the private 
arket. 

Finally, the house holds ha/e been willing to change 
heir preferences t;- aspiring for less, at least tearorarily. 
hanging preferences is only an option when progress is in 
he wind." It is nov more an option for single individuals 
ban for families. Families need space for their children 
nd fazily life. It is not appropriate for a family to 
hoose bad housing in order to save, nor is crowding 
cceptaDle for longtime. Suffering is bearable when one sees 
edempzion or reqisonafcle hope thereof. 

In short, the old tools for upward mobility in housing 
0 not work effectively today. Families are not in a 
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po«ition to In MXf-h«lp snd «• hay* iittX« ftt tte 

f«d«ral l«v«X to holp th4m. vEilo som eltus Mi tUwS 
to*vo boon croAtivo, only a 0saix auabor of ftslXlos ia a 
XlBltod DuaDor of pXaeos havo b«a«flt«d . 

Hov Dlroctlono for latlonaX Heualna goXlcy 

It la not approprlato horo to fo into AotalX about 
hcualng profraao. Part of tho aafulsh la Vaahlaatoa Mi 
•Xoovhoro In tho country lo taat vt aavo a Xxst of sroblMa 
and concorno but no vay to addroso thta. Mr rlav is that m 
nood to dovoXop a Phaso 4 poxicy. Vo caaaot aoatlavt vltkoat 
a national housing poXlcy If for no othor roMoa thaa «a ^1 
aako no^atlvo pro^rcoo. 

Taklna account all of tho lossoat I havo Xaaraai from 
looklna at tho hlotor^ of houslof policy m voJl aa fha 
presont oltuation, I do not .think vt can buvo a slaiXo mrtni 
prograa, nor ohouXd vo as«ua« that tha fadoraX aovsriMMt 
ahouXd tako ooXo rooponolblXlty, Ifo atod aaay TaltUtlrM 
vhlch ohouXd be purouod In partaarohlp vlth stato and laaal 
govornaent and with tho nonprofit Mctor. 

. Hy ou^ootlon for oXtaoats of a Phaa« 4 laeXaia tha 

f oXXovlnf i 

0 A production pro^raa for pubXlc aad aaslstad 

houslnf that of for* tha proapact of paraaMit aad 
affordabXa baaaflt. tha profras aboald W tar aa tad 
to tiaht aarkata aad to araaa vhara aav amMXr la 

needed. 

0 A continuation of vouchara for tha poor aad for 
faailles in aarkata vhara there are avalXahXe 

units. 

c Zncreased fair houalntf that prevente the kind 
dls^rlDir.a^lori a^alnat faalXlee taat la ao 
widespread nov and tha; conatitutee aa addltloaaX 
barrier ror faalXlaa. 

0 An effective aeana to coneerve the auppXy of pubXIc 
and assisted houalna vhlch viiX ta at Increaalaa 
risk over the next decade. 

0 Incentives and profraaa to aacourage the 

private production of affordabXe private hoiiala^. 

0 Prograos to deveXop greater capacity for 

nonprorit and coaaunlty-*baaad houalni Inltlatlvae 
that can tap coaaunlty aplrlt, proaota aaXf-'haXp 
and ^aclXltate puDXlc-prlvata partnerahlpa. 

ConcXualon 

1 veXcoae the current latereat In tha cov^reae that 
recoanlsee that aacy of the probxaaa froa tha aOa aad 70a are 
atlXX vlth UB. In baXleve that la dtlea aad ooaaualtlaa 
aoroea tha country, there are Ideaa that when given a fair 
hearing vlXX be coapeXXlagt budget coaatraiata^ 
notvlthatandlng. I aa gratatuX for the opportunity you have 
given ae and aa happy to aaaver your ^eetloaa. 
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Chairman Miller. Thank you. 
Dr. Chollet. 

STATEMENT OP DEBORAH J. CHOLLET, PH.D., SENIOR RESEARCH 
ASSOCUTE, EMPLOYEE BENEFITS RESEARCH INSTITUTE, 
WASHINGTON, DC 

Ms. Cholut. Good morning. 

I would like first to introduce my institutional affiliation. The 
Employee Benefit Research Institu e is a nonpartisan, nonprofit, 
public policy research organization, and we do not take positions on 
public policy issues. 

I am pleased to appear before the committee today to discuss 
trends in iiealth insurance coverage among children and families 
with children. As Cathy Schoen mentioned, the number of nonel- 
derly Americans without health insurance has increased by more 
than 15 percent since 1982 In 1985, more than 17 percent of the 
nonelderiy population and 20 percent of children were without 
health insurance of any type. 

The rising rate of noncoverage is arst a problem for the unin- 
sured who may have no access to needed health care except on an 
emergency ba^. It is also a problem for many hospitals and physi- 
cians since the cost of caring for patients who are unable to pay is 
unevenly distributed. It is a problem for employers, and espraally 
smaller employers who pay much of the shifted cost of care provid- 
ed to uninsured uatients. The high and rising cost of health insur- 
ance, in turn, discourages many small employers fh>m offering 
health insurance as a hf^neSit and prohibits many families from 
purchamng individual coverage. 

The rising number of nondderly people without health insurance 
is directly related to the erosion of employer-based coverage among 
workers and their dependents. While employment has risen sul^ 
stantiallv since 1982, a recession year with high unemployment, 
the number of workers witl health insurance as an employee bene- 
fit has risen relatively slowly. As a result, the proportion of all 
workers with employer-based health insurance has declined from 
78 percent in 1982 to 76 percent in 1985. 

Much of the decline in the rate of employer-based coverage 
among workers is apparently due to the changing industry compo- 
sition of employment in tht United States. Since 1982, employment 
in industries with histoncaL/ low rates of employer health cover- 
B^e, includin|2 retail trade, construction, and business services, has 
risen more than four times as fast as employment in mdustries 
with historically high raf^A of coverage, including manufacturing, 
transportation, and profeiisional services. The continuation of this 
trend toward faster employment growth in low-coverage industries 
may result in a continuing dwindling of the proportion of the popu- 
lation covered by emplc^er plans. 

The erosion of emplwer coverage in the United States has been 
more dramatic among dependents of workers, and especially among 
children, than it has been among workers themselves. Although 
the proportion of workers covered bv an emplover plan has de- 
clined smce 1982, the number of workers covered by an employer 
plan has risen, albeit slowly. 
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However, both the number and the proportion of children cov- 
ered bv emplmrer plans have declined. Employer plans actually 
covered one million fewer children in 1985 than in 1982. At the 
same time» the number and pr o por ti on of children with other pri- 
vate coverage also fell. As a result, the number of privately-insured 
children in the United States fell by more than two nullion be- 
tween 1982 and 1985» and tLe number of uninsured children, chil- 
dren without private coverage and ineligible for puUic programs 
like M edicaid , increased by nearly 16 percent Currently, one of 
every five children is uninrared. 

Several trends related to families with children suggest that the 
number and propofrtixm of children without health insurance may, 
in fisct, contmue to grow. These include the growing number of 
children in low-income, single-parent families, the rising cost of 
health insurance, and the continuing erosion of Medicaid coverage 
among the poor . 

The numW of children in the United States living in single- 
parent families is hi^er than ever before and may continue to 
^row. In 1985, nearly 27 peroent of all children under age 18 lived 
in single-parent families. CSiildren in sinfl^e4)arent famUies are five 
times as likeljy as children iii two-parent families to be poor and 
more than twice as likely to be insured. In 1P35, one-hatf of all chil- 
dren in single-parent fraulies were poor, md one-third were unin- 
sured. 

In part because of the growing number of single-parent families, 
the number and percent of children in poverty is significantly 
greaternowthanatthebeginningof the decade, fietween 1979 and 
1985, the number of people in poor families with children rose 25 
percent Currently, more than one-fiflh of all people in families 
with children are poor. 

Concurrently, the costs of health care and health insurance have 
been increasing at an average annual rate of 9 percent, faster than 
the cost of other consumer goods and services and faster than aver- 
em fSamily inocmie. The declining income status of families with 
children and rimi g price of health insurance have probably both 
contributed to the decline in private, nonemploysr insurance 
among children. 

Fina)iy. the erosion of Medicaid coverage among the poor and 
Medicaid s exclumon of the woiking poor mej be important factors 
in further eroding the rate of heilth insurance coverage among 
children. Only about one-half of all poor children qualifiea for Med- 
icaid in 1985. Amons poor children without private insurance, one- 
tlurd failed to qualify for Medicaid. Hie very Ic / level of oual^ing 
income that many States use to determine AFDC and Medicaid eli- 
gibility is an imixniant ftictor in the failure of manv poor children 
to ouaUfy for Medicaid benefits. In 1986, half of M States accept 
qualifying income for AFDC and Medicaid at less than 48 percent 
of the Federal poverty standard. 

Among all children in the United States, however, the children 
of the working; poor are the most likely to be uninsured. Amonff 
poor children m fomilies headed In* a full-year worker, nearly half, 
46 percent, were uninsured in 1986. Poor children living in families 
headed by a full-year worker are less likely to be insured than 
those in part-year worker families and much less likely to be unin- 
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Bured than poor children in nonworker families. This pattern is 
largely the result of much lower rates of Medicaid coverage among 
families of the working poor. 

In summary, at least four trends suggest that paying for health 
care is a growing problem for families with children. First, the rate 
of employer coverage among workers and their dependents is dwin- 
dling, apparently as a result of a changing industry distribution of 
employment. Second, the number and proportion of children in 
poverl^ is rising, in part precipitated by the increasing number of 
single-parent families. Thurd, the cost of health care and health in- 
surance is high and continues to rise faster than average family 
income. Finally, the level at which States set qualifying income for 
AFDC and Medicaid may continue to erode. As a restdt. Medicaid 
is likely to cover a declining proportion of poor families with chil- 
dren and continue to systematically exclude the working poor. 

Thank you for the opportunity to appear before you today to dis- 
cuss these issues, a growing problem. 

[Prepared statement of Deborah J. ChoUet follows:] 
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PUPARKD drATDfiNT OF Dbbokah J. Choluet. Ph.D.. Sknior Rbskabch Amocuti, 
Employo Bkmsfitb RnABCH iNnrruTB, Washington, DC 

fatroduction 

In 19t5, 37 Hillion nonalterly AMricans r«port«d no h«alth insuranca 
coYsras* fro« My sourca; of thoso, noarly 35 ■illion wars adults and childrmi 
in civilian, non-fam fa«iliaa.^ Tha maibar of paopla without haalth 
insuranca in thasa faailias has risan naarly 15 parcant ainca 1982. Tha aoat 
r^id arosien of covarata haa oecurrad aaont workara and childran. Tha manbar 
of uninaurad workara without haalth inauranca covaraga grow aora than 22 
p«rcant batwaao 19%2 and 1985; tha mabar of uninaurad childran undar age 18 
graw na«rly 18 parcant. In 1985, naarly 20 parcant of all child»*an under aga 
18 had haal'^h inauranca coverage froa any source. These data are reported 
in Table 1. 



Tha arosion of haalth insurance coverage among the nonel^erly population 
is a Matter of concern both for privatu industry and public policy. People 
without baaxth insurance coverage or other cbviou** naans of paynMnt have 
difficulty obteining access to needed, non^awrgancy nedical care, when this 
populetion doea receive cara and is unable to pay, health care 
providers— hoapitals and physicians— are likely to shift the costs of tneir 
cara to privately inaured patients in the fora of higher charges 

ttiployera, «4io are the pr -y aource of -^-Ivata insurance coverage anong 



^ Unless otherwise indiceted. .e are besed vn UtI tabuletionJ of the 

■arch 1988 Currant Populetion i. , conducted by the t*.S. Oepartoent of 
CoMerce, luraau of tha Cenaus. tfany of these tabuletions are also presented 
in: -A Profile ef the Sonelderly Population without Heal^h inauranca,** nil 
laaue grief lo. 88 (May 1987). 
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Thm Sitfber and P«rcMt of tbs Civilian Honasricultural Population* 
Without Haalth Inauranca in 1985 • and Groi^h batwaan 1982 and 198S 



Work StAtuf 



■bobar 
(■illiona) Parcant 



Total uninaurad 

Worfcara 

Paiaiy haadb 
Othar Morkara 

Vommrfcara 

Childranc 
Adulta 



tabar 
(mill iona ) Parcant 



Farcant 
Incraaaa 

1982-1985 



30.3 


15.6% 


34.8 


IV. 4% 


14.91 


13.9 


12.8 


17.0 


14.7 


22.5 


8.2 


12.3 


10. 2 


14.4 


24.0 


5.6 


13.4 


6.8 


15.3 


21.1 


U.4 


19.1 


17.8 


21.0 


8.? 


9.6 


17.0 


11.1 


19.7 


15.6 


8.8 


23.1 


6.7 


23.9 


•1 8 



Sourca: nil tabulationa of tha March 1983 and Harch 1986 Currant Population 
Survaya (U.S. Dapartawnt of C o—irca, Buraau of tha Canaua). 

* Data axeluda paopla undar aga 65 aaployad in tha BilitarT or in 

agricultura and aaabara of thair faalliaa. 
b Tha faailr haad la tha family or aubfaaily Maabar with tha sraataat 

aaminga: all othar family Mabara with aaminsa ara daaignatad aa 

aacondary workara. Panlly-haad workara includa unralatad individuala that 

ara workara. 

cpaopla undar a^a 18 that raportad no aaminsa and wtra not tha f anlly haad. 
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tiM noM.terly populstlon, hav* tcusht to avoid Lhit to-callcid '*hidd«i tmT ^ 
privately Inaurad haalth cara by nasotiating charget with providars. hm 
a^Ioyar unaso ttK«r haalth plan cottr mon risoroutly, haalth cara providars 
ara last abla to financa fraa cara f jr paopla that ara unabla to pay. Thii, 
in turn, aay furthar raduca accut to cara for uninsurad population. 
Providarr my alao intanaify cott-thiftins to aaallar «^loyara Who ara unabla 
to nasotiata providar discounts. Tha high cost of covaraea availabla to snll 
avployars, in turn, discouragos aany Mall businassaa froa offaring haalth 
banafits to thair workars. In 1983, two-thirdr of all workars without haalth 
insuranca banafits frq« thair own aqployar wara aithar solf s^loyad or 
a^loyad in fina with fawar than 25 a^loyaas. 

In poor and naar-poor faiaiias that have no privata insuranca and do not 
^lify for Hidicaid, routina haalth cara (including pranatal cara) aay ba 
aarioualy naglactad. tasaarch on haalth aarvicos use Mong paopla without 
haalth inauraaea haa rapaatadly fiund that uninaurwd paopla uaa auch laas 
haalth cara than paopla with insuranca. avan whan haalth status or oMdical 
conditions ara similar. 



Hit Irggjffl of Privata Haalth tn«ir« nca Covar— 

Tha daclining proportion ot workara and thair dapandants covarad by 
aqployar-sponsorad haalth insw-anca is an important factor in tha growing 
nuabar of nonaldarly paopla without haalth insuranca. in I9t2, ssyloyar pi«is 
providad haalth inauisnca for aora than *7 parcant of tha nonaldarly 
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pofulation: this p*rcmtas« dacliiMd to 45 p«rc«nt in 1984, and adgad up to U 



toployor plans hava covarad a growing nuabar of iiorkars ainca 1982; in 
1985 aaploy^r plana covarad 88 Billion norkara, eoHparad to 84 million in 
1982. lavarthalaaa, tba nuBbar of norkara without aaployar-aponaorad baalth 
inauranca baa riaan auch faatar than tha maibar with a«ployar covaraga. Aa a 
r«ault, tha proportion of all workara with aayloyar-rponaorad health inwiranca 
haa arodad — froai 78 parcant in 1982, to 74 parcant in 1985. Tha nuabor of 
Aonworlwr dapandanta covarad by aaployar plana has actually daclinad. In 
1982. aaployar plana covarad aora than 47 million nooworkars, including 34 
adllion childran. In 1985, aa«ployor riana covarad 44 million nonworkara. and 
fanar than 35 million childran. 

Covaraga from othar privata inauranca (principally individually purchaaad 
eovaraga) has alao daclinad alnea 1982. Again, tha ^aclina In covaraga ia 
aoat apparant among childran. In 1982, naarly 13 parcant of tha nonaldarly 
population and naarly 9 parcant of childran raportad nona^ployar privata 
eovaraga: in 1985, laaa than 12 parcant of tha nonaldarly population and 7 
parcant of ch5ldran raportad covaraga froa auch a plan. 

Tha daclina in amployar-sponaorad covaraga aSKHig workara and thair 
dapandanta parallala tha radiatribution of amploymant in tha Unitad Stataa. 
ginca 1980, a^ployaant in induatrioa with hiatorically low rataa of aaployar 
covaraga ( including ratail trada, construction, and businaaa sarvicas) haa 
groMi mora than four tlaas aa faat aa omployaant in high-covarage industriaa 



parcant in 19g5. 





235 



(••• Tsbltt 2). Sttlttlvely fMt MiployMnt growth in lov-cov«rag« induttritt 
(ptrtlculsrly in r«tsil trcd*, and business and persons! services) is likely 
to continue; this trem^ uy further erode the rate of eoployer-sponsored 
health insurance aaons workers and their faadlies in future yesrs. 

■oncoverage »mm Children 

The relatively high and growing proportion of children without health 
insurance is s aatter of particular cjncem. In 1983, 20 percent of all 
children under age 18 were uninsured. The reasons for growing noncoverag« 
aaong children probably include: (1) the growing nusOwr of low-incoM, 
single-psrent f sallies with children; (2) ttie coet of heslth insurance; and 
(3) the erosion of Hedicsid coverage aaong the poor--including poor fMlll«s 
with children. 

Tha Erowth of «in«le-i>arent famiUmm The rising ntMber of low-incoM, 
single-psrent faailiee has probably contributed to the growing rite of 
Boncovarage aaong children. In 1985. nearly 27 percent of all children under 
age 18 lived in single-parent faniliee; Mwng children in poverty, nearly 
two-thirda (85 percent) livad in aingle-parent fatilies. 

Children living with s single parent are acre than twice as likoly as • 
children in two-parent fisdlios to be uninsured. In 1985. one-third (33 
percMt) of all children in single-parent faadlios were uninsured froa any 
source, compered to 14 percent sMng children in two-parent fflaiies (see 
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Total ■oMfrieultunl CItHUb MrIoyMnt» BaU* of ^lojrMot Growtb 
and ^lo]ror-boM4 Hoaltli Znounoeo Covoraso hf Industry » if 85 



Ittduttry 



of 

nortwrs Foreont of 
(tbouMnds) all woftors 



Bato of 
MiployMnt 
cbaoga 

IfM-lMS 



Paixaot of 
norkars with 
«^ployar haaltli 
plan» 1985^ 



All Morftara 


103»X*3 


lOO.M 


8.3% 


7S.i% 






Hiah-cov*r 


lit Iirftiftriti 




Ualai 




O.ft 


-4.1% 


88.8% 


■■aifacturlns 


20»87f 


20.2 


>4.8 


88.2 


Tnaayartaioa » 










ca^Hua&cat iaa 

Mi fuklie atillUat 




7.3 


IS. 7 


87.5 


aad raal aatata 


7»O0S 


«.87 


u.a 


84.1 


Whalaaala tcaia 


4»341 


4.2 


10.7 


84.1 


Prafaaaiaoal aad 










ralatad aacvieaa 


21»;«3 


20.a 


8.4 


81.7 


Mile aialMttratlop 




4.8 


-4.9 


87.4 


Tatal» hith-eovarasa 


(7»270 


«$.2X 


4.2X 


8S.4% 






Lo»-€ovaraaa iaduatriaa 




Caaatnietiaa 


«»M7 




12.4% 


44.2% 


Batail trada 


17 » ass 


17.4 


10.4 


43.7 


luaiaoaa aad 










rapiir aanricaa 


$»321 


5.2 


40.4 


44.0 


t aacvieaa 


4»3$2 


4.2 


13.4 


S0.3 


BitartaiaMat aad 










racraatiaa 


1»278 


1.2 


22.1 






3J»ta3 


34. n 


17.0% 


42.9% 


laurca: IMS t^Matioaa 


4f ttaa BBC 


«li 198( Gkinaat fapulatioa Bunray (0.8. 


OafartaMt af Coi 


i»irea» Buf 


aau of tte Canau 


a>; aad 0.8. DoMrtMat of 


GoaBwcat luraau 


af tba C«e 


Ma» a^»4«»t^»i 


aBatraet af tha IBiitaB 



• frliiiii itrleultur., foraatry, flalMrlM, mtt ■laealUoMua MnrlcM. 

* Tnclii4.« MM mtt Mlacr workan; MClutM Mlf-MPler** Horlwn. 
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TttbU 3). 



TtM hl(fa rat* of noncovtras* amons childrm in finslt-parMit fan! 11m 
larsair raflacta tha high proportion of alngla-parant faffllllaa that ara In 
povartr. In 19W, mora than ona-half (55 percent) of all rhlldran In 
alatla-parant faadlloa vara poor. By cooparlaon, tha povarty rata aoong 
chlldran in two-parant faalliaa waa 11 peccant. 

Aaong all children in the United Statea, children of the workins poor are 
the Boat likely to be uninaureJ. Aaon^ children in poor faKiliaa headed by a 
full-yw worker, nearly one-half (46 percent) mre uninaured. The high rate 
of noncoverase aaons poor children in k^rker faailiea ia the bmm whether the 
family ia headed by a aingla perent or by two parenta. 

Lower coverace among poor children in familiea of full -year worker a 
reflecta auch their lower rate of Medicaid eligibility, coiqiared to children 
^" f«»lliM headed by a nonworker or by an adult that worka aeaaonally or 
intermittently. In 19t5, poor children in single parent familiea headed by a 
full-yemr worker were leaa than half aa likely aa children in a nonworker 
aingle>parent family to have Medicaid coverage (35 percent, co^»ared to 77 
percant). After adjuating for the aooowhat higher rete of e^loyer coverage 
anong poor children in two-parent worker faailiea, the difference in Medicaid 
coverage between nonworker and worker familiea ia coq>erable to that obaerved 
aawng children in aingle-perent fMiliea. 

Thf tfttt 9t i nmringf ggYtraae . The declining rate of privete inaurance 
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Tabltt 3 

Th« Percmt of Childrm with Health Insurance Covaraga 
froa Various Sources, by Panily Type, 
Vorfc statua of the Family Head, and Poverty statue, 1985 



Family Type/ 
Work StetuB 
of Family 
Head* 



■unber of 

Children 
(milliona) 



Private Insurance 
Total taployer 
Private Coverage 



Public Insurance 
Total 

Public Medicaid 



Uninsured 



All Children 



Total 


55 


4 


67 


1% 


62 


0% 


16 


0% 


14. IX 


19 


5% 


Spouse preaent 


40 


6 


80 


7 


75 


8 


7 


5 


5.4 


14 


4 


Pull-year «#orker 


38 


4 


83 


4 


79 


2 


5 


5 


3.5 


13 


6 


Part-year «#orker 


1 


0 


51 


4 


35 


6 


20 


1 


15.7 


33 


5 


lofiworker 


1 


1 


13 


4 






64 


6 


60.0 


25 


9 


Spouse abaent 


14 


8 


29 


8 


24 


2 


39 


4 


37.8 


33 


4 


PUl 1-year «#orker 


8 


1 


47 


0 


40 


8 


15 


7 


14.1 


40 


3 


Part-year Morker 


1 


9 


22 


5 


14 


1 


51 


6 


49.3 


31 


2 


■ofworker 


4 


9 


3 


5 






75 


.0 


73.7 


22 


6 



Children in PaMii4«« Below Povrtv 



Total 


12 


6 


17.0% 


12.4% 


52 


7% 


51 


5% 


33.4% 


Spouae preaent 


4 


4 


30.4 


24.7 


33 


5 


31 


8 


39.9 


Pull-year worker 


3 


2 


36.8 


?2.0 


22 


3 


21 


1 


45.0 


Part-year worker 


0 


4 


30.3 


18.5 


38 


1 


34 


3 


37.5 


■onworkar 


0 


9 


b 




73 


5 


70 


7 


22.1 


ipouae ebaer.L 


8 


2 


9.8 


5.7 


63 


2 


62 


2 


29.8 


PUl 1-year worker 


2 


2 


21.5 


14.5 


36 


4 


35 


5 


46.2 


Part-year worker 


1 


5 


14.6 


9.4 


60 


4 


58 


8 


30.7 


Mofiwork r 


4 


5 


2.3 




77 


5 


76 


7 


21.2 



iOUSCt: Baployea Benefit leaaarch Instituta tabulationa of the March 1986 

Current Populetion Survey (U.S. Departmant of Coaaerce, Bureau of the 
Cansua). 

* Data axeluda p«opla under age 65 aayloyad in the allitary or in 

agricultura and members of their families. The faadly head is the family 
or subfamily msmabar with the greateat eaminga; all other family members 
with aamlngs are designated as secondary workers. Fsmlly-haad workers 
induda unreletad individuals that are workers. PUll-yaar workers are 
def inad m workers that were either employed or aought work for 35 weeks 
or mora during 198* 

^ Statiaticelly inaignif leant. 
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covarag* mods childrm-'and th« growins rata of noncoverag^— probably aloo 
roflocta th« riling cost of both Mployar -sponsored haalth insurance and 
Individually purchased insurance. 

In 1985, nearly 20 percent of uninsured children lived with a parent (or, 
rarely, a spouse) with coverage fron an soployer plan, bployer plans 
typically allow workers to include dependents. Increasingly, however, workers 
are required to contribute all or part of the cost of coverage for 
dependents. In 1985 , 54 percent of larger-establislnent workers that 
participated in an soployer health plan were required to pay all or part of 
the cost for dependents' coverage. The surprisingly high proportion of 
uninsured children living with an top loyer- insured parent may be related to 
the worker cost of coverage for dependents, Vevertheless for sosw (perhaps 
one-third of insured children living with an eaipl oyer- insured parent or 
spouse), the level of fasdly incoM ($30,000 or more in 1985) suggests that an 
eaployee contribution for coverage sight have been affordable. 

Data that neasure the cost of individual insurance coverage are 
unavailable. It is likely, howev?'-, that the cost of individual coverage is 
rising at least as fast as the cost of health care as «i whole. Between 1980 
and 1985, the cost of health care (as neasured by the nodical care coi^onent 
of the consuaer price index) rose nearly 52 percent— an average annual rate of 
nearly » percent. At the ssm tiae, the proportion of faodlies with children 
in poverty rose froa 10 percent to nearly 13 percent. Persistent increases in 
the cost of health care and health insurance, coupled with the declining 
incoae status of families with children, have probably contributed to the 
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•rofion of private infurance covmng% asons childran. 

Iladtc«id > IMicaid ia a fadaral-sUta prograa that financaa btalth cara 
aarvicas for, aaons othar catasorically aligibla groupa, chJldran undar aga 
18. In 1985, howavar, only about ona-half (51 parcant) of childran living in 
faailiaa with incova laaa than tba fedaral povarty atandard raportad covaraga 
froa Hadicaid; 34 parcant raportad no covaraga from any aourca. taong 
childran living in naar-poor faailias (batwaan 100 parcant and 125 parcant of 
tha fadaral povarty atandard), 13 parcant raportad Madicaid covaraga; 37 
parcant raportad no covaraga froai any aourca. 

Tha ralativaly low rata of Hadicaid covaraga among childran in poverty ia 
in part dua to tha aroaion of qualifying incooM for AFDC banafits ralativa to 
tha fadaral povarty atandard. AFDC (Aid to Faolliaa with Dapondont Childran) 
is a fadaral>atata caah aaaiatanca program that automatical ly confara ifadicaid 
aligibility. Moat childron Who qualify for Hadicaid banafita do ao through 
tha AFDC prograa. Bach atata datarminaa tha income calling that qualifioa 
catagorically aligibla familiaa in that atata for AFDC banafits. 

8o atata automatically indaxas qualifying income to tha coat of living. 
Aa a result, qualifying inconia in most states hat eroded relative to tha 
federal poverty atandard. In 1975, tha atatea* average qualifying income for 
AFDC was 71 percent of the federal poverty atandard; one -half of all states 
set AFDC qualifying income at more than 79 percent of poverty, in 1986, 
average (and median) qualifying income for AFDC benefits was lass than half 
tha Inderal povarty standard (48 percent). As a result, many poor familiaa 
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with chlldrm f&ll to qualify for either AFOC or Medicaid. 



fhrnin rn^ conciudiM B«a«r'^* 

Sptculatins about tha future is ganarally a hazardous undertaking, and 
epeculating about families* future ability to finance health care is not 
different. Since most private insurance coverage is provided by wployer 
plans, thm rate of eovlpynent ic an important factor in explaining the rate of 
insurance coverage among iforkers and among dependent children. In general, 
one would expect an expanding economy to improve rates of insurance coverage 
among worfcars and tliair families. 

This expectation, however, is contradicted by recent history. Despite 
significant «ployment growth since the 1981-1982 economic recession, rates of 
employer coverage have declined-especially among families with children. In 
1985, employer plans covered fewer children, absolutely and as a percent of 
all childr«i, than thay did in 1*82. leasvns for this apparently include a 
redistribution of i^ploymaot toward industries that historically are less 
likely to provide haalth insurance as an e^ployea benefit. In addition, 
employment in Mall f ii«a may be rising faster than eiqiloyment in large 
firms. If the faster expansion of employment in lc»- coverage sectors 
continues, the aggregate rate of employer coverage among workei-s and their 
dependents may continue to decline. 

^"pTT^^Tf^rSample, a family of three with a monthly income of tias in 
1984 would have failed to financially qualify for APOC and Medicaid. 
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otter tniidfl r«A«t«d to faaUlM with chlldrM alM miu^^t that ttm 1m« 
of inauraneo eovoros* ^rnong ehlldron, in particular, aay eontinuo. Tho 
Srowing manbar of low-incoM aingla-paront faail laa aay ba an iaportant factor 
in furtbar raducing tha nuibar and pt portion of childrao with haaltli 
inaucanca. Childran in aingla^parant faadliaa ara fiva tiaaa aa lifcaly aa 
childrao in two-parant faadliaa to ba poo?, and aora than twica aa likaly to 
ba uainaurad. 

In part bacauaa of tha growing matbar of aingla>paraat ftailiaa, tha 
nuHbar and parcont of faadliaa in povartp ia aignif icantlp graatar now than at 
tha baginniag bf tha dacada. Batwaan 1S79 and IMS, tha fwtfbar of paopla in 
poor ftadliaa with childran roaa 25 parcant, and i.«ia proportion of fMdliaa 
aith childrao that ara poor roaa bp foctr parcontaga pointa: aora than 
ooa-fifth f all paopla ia faadliaa with childran ara poor. Coocurraotlp, tha 
coat ot haalth cara and haalth inauraaca hava baao incraaaiog an avaraga 
annual rata of oora than 9 parcaot^faatar thin tha coat of j conauaar 
gooda and aarvicaa, and faatar than avaraga faallp incoaa. Tb« aroding 
ability of fiailiaa to buy haalth inauraoca ia raflaetad in tha loaa of 
privata, non-a«pioyar covaraga Mong childrao ainca 19t2. 

yinally, tha aroaion of Hadicaid covaraga aaong tha poor and Vadicaid'a 
axcluaion of tha working poor aay ba important in tha continuing dacliaa of 
inauraoca covaraga aaong childran. Only about half of all poor childran 
qualify for Hadicaid; nora than ooa-third of poor childrao without privata 
inauraaca covaraga failad to qualify for Hadicaid and wara uninaurad 
throughout tha yaar. Tha law lavala of qualifying incaaa that aany aUtaa aat 
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for AFDC and* thareforo, Ifodicaid elisibility it probably an laiportant factor 
in tha failura of thata childran to quilify for Madieaid. Althoush the 1984 
Daficit Saduetion Act (DBFtA) and the 1985 Contolidatad Omnibus Saconciliatic 
Act (COBKA) expanded Medicaid coverase for poor children (currently, children 
under age 8) and pregnant women, further eroaion of the qualifying ir.Cone lor 
AFDC benefits established by most states is likely to continue to depress 
Medicaid coverage among poor families with children. 

The low rate of Medicaid coverage among the children of workers in 
poverty suggests that there is virtually no insurance option for low- income 
working families with children, if they do not have access to an employer 
health plan. The rate of noncoverage among children living with one or more 
working parents in poverty is extremely high- -nearly half had no coverage from 
any private plan or Medicaid in 1985. Without access to Medicaid, these 
families are largely without access to insurance coverage of any type. 

Various measures have been proposed to address private eo^loyer coverage 
among workers and their families and Medicaid coverage of the poor and 
nemr-poor. Aa z nonpartisan research organization, the Employee Beneflf 
tesearch Institute does not endorse any particular proposal. However, each of 
these proposals, and others related to federal and state welfare reform, 
deaerve serious consideration by the Congress and the public. Access to 
health care and responsible health care financing in the United States an 
issues of growing importance » and may be among the most critical issues for 
families in the future. 
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Chairman Miller. Thank you. 
Dr. Carlson. 

STATEMENT OF ALLAN C. CARLSON, PH.D., PRESIDENT, THE 
ROCKFORD INSTITUTE, ROCKFORD, IL 

Mr. Carlson. Thank you, Mr. Chairman. 

The economic status of the family in America is not particularly 
healthy in 1987, and this committee is to be commended for choos- 
ing to address the subject of American families in tomorrow's econ- 
omy. 

In looking at this subject, the temptation is strong to isolate one 
part of the problem, such as child care, project current trends into 
the future, place a frightening price tag on the costs involved, and 
turn to the Federal Government as the only institution capable of 
meeting the looming crisis. I urge this committee to resist such 
temptation. 

Increased Government subsidization of now private family activi- 
ties will not strengthen families. Indeed, the record in other na- 
tions and from earlier times shows over and again that the progres- 
sive socialization of early child care, housing, and education works, 
in general, to weaken the private family economy, to erode further 
the independence of families relative to Government, and to draw 
Government officials, often against their will, into what might be 
called lifestyle engineering. 

More broadly, I believe that the real economic pressures on fami- 
lies toda^ and in the future cannot be understood without attention 
to the rise and fall of the family wage ideal. Briefly put, a laige 
number of social and political thinkers were convinced by the late 
19th century that only payment of a family wage to male heads of 
households could solve the social ills of the time. Women were 
needed at hoire to care for the children, they said, and wages must 
be adjusted so that fathers would be paid on a family-sustaining 
basis. 

These were not conservative cranks talking but, rather, the lead- 
ers of the labor movement, the progressive movement, a branch of 
the feminist movement, and the activist wing of the Democratic 
Party, including the New Dealers. Progressives and Social Demo- 
crats of the era agreed that measures must be speedily taken to 
remove married women and children from the factories and to pay 
fathers a sufficient amount to maintain a family of five. By 1925, a 
prominent economist reported, maintenance of a family of five had 
'come almost universally to be accepted as the test of adequacy of 
the wage of the adult male." For women, it was assumed, wages 
would be calculated only on an indmdual basis. 

It is important to note here that the concept of a minimum wage 
in America emerged out of this very debate. Its size would be keyed 
ideally to the needs of a male worker supporting a wife and two or 
three children at home. Put another way, one-income families, not 
two-income families, was the base assumption, an important dis- 
tinction relevant to today's earlier debate. 

The American business community bitterly fought the family 
wage concept, labeling it, corroctlv, as an artifidal restriction on 
the size of the labor pool and a stunulant to higher wages. Yet by 
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the late 1920*8 the corporate community was in full retreat on the 
issue. 

Eventually, business became effective at delivering family wages. 
According to one calculation, a hefty 65 percent of American jobs 
m 1960 paid enough to sustain a famUy of five in modest comfort. 
This development, it should be noted, was reinforced by positive 
Governmental acts, such as the 1948 increase in the personal 
income tax exemption to $600, a lofty sum given the wage scales of 
the era and one particularly beneficial to larger families. 

Yet that famuv wage system, lai^ely informal in nature, has 
since collapsed. Cause and effect are difficult to sort out, but the 
results are clear. It is no longer the unwritten law that American 
compames will strive to maintain wages at a level allowing a single 
wage-earner to support a ftmily. Since the early 1950's, moreover, 
there has been a steady, if sometimes exaggerated, movement of 
married women into the paid labor market and a consequent read- 
justment of wage scales away from the famUy standard. 

During the mid-1960's, legislation effectively made Ulegal the 
I^yment of a family wage only to male heads of households. By 
1976, only an estimated 40 percent of American jobs paid a suffi- 
cient amount to sustain a family of five. 

It is true that the middle class is not disappearing, but increas- 
ingly two incomes are necessary where one had sufficed. In addi- 
tion, there is mounting evidence that our continued prosperity is 
being purchased by the avoidance of children. In a sense, we con- 
tinue to live well by expending, or, more precisely, by failing to re- 
produce our human capital. 

Much of the real stress that families now confront derives from 
this demise of America's famUy wage economy and our inability so 
fer to construct an alternative. So what might be done to aid 
America's families in tomorrow's economy? I recommend turning 
to that distinctively American and historically successful form of 
social policy, tax credits and deductions keyed to number and age 
of children, which would allow families with children to keep more 
of their earned income when children are in the home. 

Taken together, four steps would go far towards constructing a 
contemporary American version of a family wage economy, one fo- 
cused in particular on delivering meaningful assistance to low and 
middle income families. They are: first, increase the personal 
income tax exemption, only for dependent children, to $4,000 per 
child; second, transform the existing child care tax credit into a 
universal credit at a set level availaDle to all American families 
with prerchool children under the age of 7, whether or ^^ot they use 
day care; third, transform the existing eamed income tax credit 
into a universal dependent child credit available up to the total 
value of the parent's j)ayroll tax; and, fourth, provide an additional 
iependent child credit of roughly $600 to families in the year of a 
child s birth or adoption. 

Simple calculations of the full impact of such a plan on a sample 
family with three small children at warying income levels are pre- 
sented in Appendix A to my written statement. When comparing 
this plan with provisions in place in 1988, a family of five with re- 
ported earnings of $25,000 would retain $4,300 more of their own 
income in that year, the maximum that any family with this struc* 
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ture would gain. A family earning $15,000 a year would retain 
almost $3,000 more than it does at present. 

This plan would, in effect, deliver significantly more earned dis- 
posable income to fanulies with depeudent children without dis- 
rupting free wage ma ':ets, without depending on gender discrimi- 
nation as the old fa: y wage system did, without forcing an in- 
crease in taxes, without increasing the size of Government, without 
transforming families into a state-dependent class, without favor 
ing any particular family structure, and without creating a policy 
vehicle that could be used as a lever for social engineering. 

By allowing families with children to keep more earned cash in 
their own hands, this proposal leaves the provision cf services such 
as day care and of goods such as housing lai^gely to the free mar- 
ketplace, where they should be. By placing faith in and responsibil- 
ity with the private sector, this plan would enhance rather than re- 
strict choices, encourage entrepreneurs rather th<m state planners, 
and reward innovation rather than political savvy. 

Admittedly, this plan, if adopted in its entirety, would bear a 
high indirect cost in lost revenues. If an effective pro-family tax cut 
of this size cannot now be afforded, only certain parts of the plan 
u?ight be implemented at this time. Or, as an alternative— and I 
commit heresy here — a modest tax increase in another revenue cat- 
ego"? might be considered. 

Relative to family polipy, the fundamental choice is a philosophi- 
cal one. In the face crfT real economic stress among families, will we 
devise responses that will increase Government involvement in 
family life and restrict choices to those advanced by organized in- 
teresto, or will we adopt measures that encourage free choices and 
rely on families themselves to control more of their earned income 
and to make decisions on the matters that interest them the most? 

Thank you. 

[Prepared statement of Allan C. ' arisen follows:] 
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Pebparbd Statement of Allan C. Carlson, Ph.D., President, the Rockford 
Institute, Rockford, IL 

The economic status of the family in America is not 
particularly healthy in 1967, and this conunittee is to be commended 
for choosing to address the subject of American families in 
tOBorrow's economy. 

I com^ before you today as President of The Rockford 
Institute, a non-profit research and publishing center, and as 
Director of the Institute's Center on the Family in America, My 
doctoral dissertation, awarded in modern European socia! and 
•conoaiic history, concentrated on the origins and content ot 
S«:^de;i*s fuiily policy in the 1930* s, a policy constructed with 
family economic problems clearly in mind. Since receiving my 
degree, Z have focused my research and writing on the family 
problem in America, the results of which have appeared in numerous 
scholarly and popular journals, and in a forthcoming book, FAMILY 
QUESTIONS. 

r In looking at the economic pressures on American families, now 
and in the future, the temptation is strong to isolate one part of 
the problem (say "child care"), project current trends into the 
future, place a frightening price tag on the costs involved, and 
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turn to the government as the only institution capable of meeting 
the looming crisis. 

I urge this committee to resist such teirptation. Increased 
governirent. subsidization of now-private fanly activities will not 
strengthen feir.ilies. Indeed, the record in other nations and from 
earlier t^nes shows over and again that the progressive 
socialization of ear^y child care, housing, and education works, 
in general, to weaken the private family economy, to erode further 
t.he independence of f ami lies relative to government, and to draw 
governn^ptal officials into what night be called "lifestyle 
engineering," where some private family choices are rewarded and 
subsidized (e.g. the use of day care) and others are ignored or 
penalized (e.g. the parental care of infants and small children). 

More broadly, I believe that the real economic pressures on 
families today and in the future cannot be understood without 
Attention to the history of the "family wage" ideal. Briefly put, 
e large number of social and political thinkers were convinced by 
the late 19th century that only payment of a family wage to male 
heads-of -households could solve the social ills of the time. Women 
were needed at home to care for the children, they said, and wages 
must be adjusted so that fathers would be paid on a "family 
sustaining" basis. 

f 

These were not conservative cranks talking » but rather th** 
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leaders of tht labor movement, the Progressive movefr.«nt, • branch 
of the feiranist movenient, and the activist wing of the Dcaiocratic 
Party. In 16?6, for example, Samuel Gom^^ers, President of th# 



wage- -which w^en expended in an economic manner shall be sufficiert 
to maintain ar. average-sized family. ''<I> Progressives and 
democratic socialists of the era agreed that measures must be 
speedily taken to remove married women and children froai the 
factories* and pay husbands a sufficient amount to Mintein e 
family of five. As Mary Anderson, head of the Lebor Depertaent'e 



Women's Bureau under Franklin Delano Roosevelt, expleined, the 
troubled family economy "could be taken care of if the provid#r for 
the feaily got sufficient wages. Then married wosMn would not be 
obliged to go to work to supplement an inadequate inco«e for the 
families. '<2> 

By 1925, a prominent economist reported, maintenence of e 
family of five had 'come almost universally to be accepted as the 
test of adequacy of the wage of the adult Bale."<3> Por woMfi, it 
wss assumed, wages need be calculated on an individual beeis, since 
they commonly supported only themselves or worked to suppleMnt the 
husband's wage.<4> 

^ The American business community bitterly fought the "family 
wage* concept, labelling it (correctly) as an artificial 
restriction on the sirr of the labor pool and a stimulant to higher 
wages. <S> yet by the late 1920's, the corporate community was in 
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full retreat on the issue. Eventually, business became fairly 



effective at delivering a family wage. According to one 
calculation, a hefty 65 percent of Air.erican ^obs in 1960 paid 
enough to sustain a family of five in modest comfort. <6> This 
development, jt should be noted, was reinforced by positive 
government acts, in 1948, for example, a Democratic President and 
a Republican Congress agreed on an increase in the personal income 
tax exemption to $600 per person, a lofty sum given the wage scales 
of the era, and particularly beneficial to larger families, 
housing policy in the same era, particularly the continued 
deductibility of home mortgage interest and the VA and FHA mortgage 
insurance programs, indirectly encouraged private home ownership 
and the rapid growth of the family-oriented suburbs. As President 
Harry Truman explained in 1949: "Children and dogs are as 
necessary to the welfare of this country as [are] wall Street and 
the railroads. "<7> 

Yet that faciily wage system has since collapsed. Cause and 

effect are difficult to sort out, but the results are clear. It is 

no longer the unwritten law that American companies will strive to 

maintain wages at a level allowing a single wage-earner to support 

a family. Since the early 1950's, moreover, there has been a 

steady— if sometimes exaggerated— movement of married women into 
e 

the paid ^abor market, and a consequent readjustment of wage scales 
away from the family standard. During the mid-1960's, legislation 
such as The Equal Pay Act and The Civil Rights Act effectively made 
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Illegal the "family wage" paid to rrale heacJs-cf -household . Bj 
1966. only an estimated 40 percent of Airer.can ;obs paid a 
sufficient arount to sustain a famil> of five. The middle-class. 
It is true, IS not di sa; pear ; rg . But increasingly, two incores are 
nectssar^ where one had sufficed. In addition, there is mounting 
evidence that our continued prosper: t> is ^elng purchased b> the 
avoidance of children: m ^ sense, we are living well by expending 
(or, more precisely, by failing to reproduce) our human 
capital 4<8> 

Much of the stress that families now confront — the huge 
"opportunity costs" facing young parents-to-be as they conten^plate 
bearing and caring for a child, delays in age of marriage and first 
birth caused by economic uncertainty, the high direct and indirect 
costs of rearing children in a "two career" marriage — these derive 
from the demise of American's family wage economy, and our 
inability so far to construct an alternative . <9> 

So what might be done to aid America's families in tomorrow's 
economy? As noted earlier, the temptation to socialize remaining 
family functions, and so increase famlies' economic reliance on 
the state, should be resisted. In order to save the family, we 
should not unc2ermine it t'j ir.creasmg its direct dependence o.n 
governmental largesse. 

Rather, I recommend returning to that distinctively American, 
and historically successful form of social policy: tax credits and 
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deductions keyed to number and age of children, which would allow 
families with children to keep more of their earned income when 
children are i ^. the hT.e. 

Taken together, four steps would go far toward constructing a 
contemporary American versioi of a family wage economy, one focused 
m particular cn delivering meaningful, albeit indirect assistance 
to low-middle and middle income families. They are: (a) increase 
the personal income tax exemption, for dependent children only, to 
*$4,000 per child; (b) transform the existing child care tax credit 
into a universal credit at a set level, ( e.g. $500 per child to 
a maximum of $1500), available to all American families with 
pre-school children under the age of 7 whether or not they use 
day care (as a substitute for certain existing means -tested day 
care programs, it could be made refundable); (c) transform the 
existing Earned Income Tax Credit (currently available to the 
working poor with one or more children as an offset to the payroll 
tax) into a universal Dependent Child Credit of $600 per child, up 
to the total value of the parents' payroll tax (14.3 percent of 
salary up to $6,240, for employed persons); and (d), provide an 
additional L>ependent Child Credit of $600 to families in the year 
of a child's birth or adoption. 

f 

Simple calculations of the full impact of such ■ plan on a 
sample family with three small children, at varying income levels, 
•re presented m Appendix A. When comparing this plan with 
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provisions in place in 1988, under the terms of t)ie Tax Refcrr Act 
of 1986, a fan-ily of five with reported earnings of $25, 000 would 
retain $4,300 more in that year (net income would exceed reported 
income due to the availability of $1,788 in payroll tax paid oy the 
employer), the maximum that any family with this structure would 
gain. A fairily earning $15,000 per year would retain $2 , 946 more 
than It does at present (it would also still be eligible for food 
stamps). This level of tax relief would decline in subsequent 
years as children grew older, when no birth occurred in the given 
^year, and as the family was no longer eligible for the Child Care 
Credit. 

This plan would, in effect, deliver significantly more earned, 
disposable income co families with dependent children without 
disrupting free wage markets, without depending on gender 
discrimination (as the old "family wage" system did), without 
forcing an increase in taxes, without increasing the size of 
government, without transforming families into a state-dependent 
class, and without creating a policy vehicle that could be used as 
a lever for social engineering. The proposed program grants 
meaningful recognition to contemporary child care, educational, and 
health problems and grants maximum choice to parents, without 
discriminating against the family with a working mother, the family 
^ith a mother-at-home, or any other family structure. 

By allowing families with children to keep more earned cash .n 
their own hands, this proposal leaves the provision of services 
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»uch as day care and of goods such as housing largely to the free 
marketplace, where they should be. By placing faith in and' 
responsibility with the private sector, this plan would enhance 
rather than restrict choices, encourage entrepreneurs rather than 
state planners, and reward innovation rather than political savvy. 

Admittedly, the plan — if adoptee m its entirety— would bear a 
fairly high indirect "cost": $30-$40 billion m lost Federal 
revenues. If an effective "pro family" tax cut of this size cannot 
Aow be afforded, only certain parts of the plan might be 
iKpienented at this time: for example, doubling the personal 
•xemption for dependent children, and expanding eligibility for the 
Earned Income Tax Credit and keying the latter to number of 
children. Or, as an alternative, a modest tax increase in another 
revenue category might be considered. 

Relative to family policy, the fundamental choice is a 
philosophical one. In the face of real economic stress within 
families, will we devise responses that will, by intent or default, 
increase government involvement in family life and restrict choices 
to those advanced by organized interests? Or will we adopt 
measures that encourage free choices and rely on families 
themselves to control more of their earned income and to make 



decisions on the matters that interest them the most? 
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APPENDIX A 
COfPCNENTS Of FAMILY TAX RELIEF PLAN 

(1] Increase the personal cxerrption, for '-^pendent children 
only, to $4,000 per child. 

(2] Grant a SSOO Child Care Tax Credit to all pareita for e»ch 
pre-school child (through age six), to a maxmur of $1500 

(3] Grart a refundable and Indexed Dependent Child Credit of 
$600 to '*m:lies for each child, up to the total value of the 
families' and errplcyers' ccrbined payroll tax for the >ear 
(14.3 percent of alar^es and wages fcr erplcyed persons, 12.3 
fcr the self-errployed) . 

(4) Grant an extra Dependent Child Credit of $600 to fami'lies 
in the year of a child'h birth or adoption, with the sane 
cei ling . 



II. EffECTS ON A SAMPLE FAMILY WITH VARYING INCOME. 

A. Assumea father employed with a taxable income of $25,000 a 

year; Mother, not in paid labor force, caring for three 

amall children at home (a^es 7, 4, and 6 months as of 
Dec. 31). 



Under current 
Law 



Under 
Proposed 



Fuilly income 
Standard Deduction 
Pcraonal Exemption 

Taxable Income 
Incoaie Tax 
Payroll Tjix 

Child Care Tax Credit 
Dependent Child Credit 



Extra Credit During Year of 
Child' a Birth 



$25, (XX) 

5,000 

10,000 
(2,000 I 5) 

10,000 

i,500 

I,7S8 

(3,576 with caolorcra 
portion) 

none 
none 
none 



$25,0*^J 

5,000 

16,000 
(4.000 I 3) 
(2,000 X 2) 

4,000 
600 

,788 

with 
portion) 

1,000 
1,800 
600 



J, 576 wlth^ea^loyers 



NET ANNUAL INCOME, Income: 25,000 25,000 
AFTER FEDERAL TAXES Less 

income tax: -1,500 -600 

Less 

payroll tax: -1.788 -1.788 



521,712 Child Czr- 

crcdit: 41,000 

Depend. 
Child C«rc 
Credit: 42,400 



126.012 

NET GAIN! $4,300 
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B AssjMCs father, erployed. with a taxable Incojre of $15,000 v 
• other, not m labor force, caring for three children at ho 
(ages 7. 4. ind six months, is of Dec. 31). 



Under current 



Under familv 





Law 




Relief 


family income 


$15,000 




$i5,000 


Standard Deduction 


5 ,00G 




5.000 


Personal Exemption 


10,000 




16,000 


Taxable Income 


(2,000 X 5) 
-0- 




(6.000 X 3) 
(2.000 X 2) 
-0- 


Inoome Tax 


-0- 




-0- 


Payroll Tax 


1,073 




1,073 


Child Care Tax Credit 


(2,U6 with employer 
portion) 

none 


(2,U6 with enp 
portion) 

1,(X)0» 


Dependent Child Credit 


200 

(Earned Income Credit 


ist.) 


1,800 


Extra Credit During Year 
Child's Birth 


of none 




600 



NET ANNUAL INCOME, 
AFTER FEDERAL TAXrS 



Income: $15,000 
Less 

Income tax: 
Less 

payroll tax: -1,073 
E.I.C. 4 200 



-Child Care 



$16,127 credit: 



Depend . 
Child C:.re 
Credit: 



$15,000 

-1,073 
41,000 

42, K6 
$17,073 



N£T GAIN: $2,966 
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C. Assuir.es father, enployed. with taxable Incoire of $20,000 per year, 
mother. emplc)ed part-liire, earning $10,000 per year, tvo pre- 
school children In daj^ care, one in school (ages 7, 6. and 6 
months, as of Dec. 31 



Under current 
Law 



Family income 
Standard Deduction 
Personal Exeirptioti 

Taxable income 
» 

Income Tax 
Payroll Tax 

Child Care Tax Credit 
Dependent Child Credit 



$30,000 
5, 000 
lO.OOC 

15,000 

2,250 

2,U5 
por tion] 

960 



(4 , 290 with emplo: ers 

" -Ti ) 



Extra Credit During Year of 
Child's Birth 



none 
none 



Under farily 
Relief Plan 

$30,000 

5, COO 

16,000 

(5:888 J I] 

9,000 

1,350 

2,U5 
with c ^ 
portion) 



(A, 290 with employers 



1 ,000 
1.600 

600 



NET ANNUAL INCOME i 
AFTEn FEDERAL TAXES 



Income : $30 , 000 
Lesc 

Income tax: -2,250 
Less 

payroll tax:-2 , 145 
Child Care 

Credit: 960 Child Care 
credit : 



$26,565 



Depend . 
Child C£re 
Credit: 



NET GAIN: $3,340 
(retained incoae ) 



$30,000 
-1.350 
-2,145 

41 ,000 

♦2 ,400 
$29,903 
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Chairman Miller. Thank you. 

It is rather fitting, Mr. Carlson, that you ended up this panel, be- 
cause the rest of the message would seem to me— again, if we look 
at the trend lines in terms of family incomes that were presented 
in the first panel— that if you are thinking about children, don't, 
and, if you do have children, you are in for a lot of trouble in terms 
of economic survival. We are not talking about providing your chil- 
dren with designer jeans; we are talking about providing your chil- 
dren with necessities, from housing to college to child care, which 
plays a role in whether or not you are going to be able to earn an 
adequate income. 

It V uid seem ro me, if I take the collective testimony, that it is 
not so much a question of aspiring to the consumer aspects of 
middle class life as it is just getting through the year and getting 
your cl»'ldren raised. Because when you describe the increases in 
cost, i: seems people are going to have a hard time just providing 
for those essentials— education, housing, child care, and health 
care— that just to meet what I think most of us sitting on this side 
of the table would consider to be the minimums for our families in 
terms of access to those institutional necessities, it appears it is 
going to be very, very difficult, absent, again, some major change 
in household incomes. 

1 don't want this to be doomsday. The flip side would there- 
fore, you are going to have to maice a $40 billion decision in society 
either through tax credits or programs. We can argue the efHrien- 
cy of either one, but apparently there needs to be an augmentation 
to this group of people of about $40-50 billion. I have already gone 
to $50 billion, you were at $30 billion or $40 billion, but that is the 
nature of Democrats. But since you are raising the taxes, I might 
as well spend them. 

It is a re< ignition, however you couch it, that there is a real 
shortfall foi a substantial number of people in this society in ob- 
taining thofe. goods that people assumed were necessities that they 
would be able to cover, and a lot of other things thai come your 
^vay as a member of the middle class or member of this society that 
are kind of discretionary. But it doesn't look like household income 
on the long lint is going to be there to provide for that. 

Mr, Carlson. If I might just briefly reply since you responded, in 
a sen^, u) what I was saying. I agree with you there that there is a 
problem, that it is not one that the market is going to solve by 
itself. I can get into a long, complicated, philosophical explanation 
as to why that is true. But once the old family wage economy that 
was constructed early in this century fell apart in the 1960's, for 
some good reasons to some degree but also without much attention 
to what the consequences were of scuttling it, it has left us in a 
bind. 

It is true that children represent an enormous cost, and increas- 
ingly it is an avoidable cost if people so choose. The incentives 
aren't working the right way any more, and we rely simply on the 
good nature and the love that parents do provide children to 
produce families, but increasingly the economic cost is getting 
higher and higher to do that. So I do think something needs t j be 
done. 



260 



My view '3 that the best way to do it is to expand the kind of 
choices that you are going to provide and do it indirectly through 
the tax code as a vehicle of social policy. That is heresy to someone 
of the strict libertarian bent, but I think it is an effective way of 
doing it. It increases choices and avoids saying "to get the benefit 
you have to do it such and such a way." 

Mr. Clay. If I could comment as well, in my testimony I started 
out with the observation about the 40-year anniverbary, and I 
think it is important for a variety of reasons, and that is that the 
population we are now talking about, parents of children, are the 
children of the first generation for whom we made a commitment 
around the very issues we are talking about today. 

So looking at myself as sort of the leading edge of the Baby Boom 
when our parents emerged out of the Depression and out of World 
War n, we had a housing crisis, we had a lack of community hospi- 
tals, we had insufficient numbers of schools; colleges were prepared 
for the demand. The Nation made a major commitment in all of 
those areas in a variety of ways over a period roughly from the late 
1940^8 untU 1980. 

Those parents, our parents, felt comfortable about having chil- 
dren. They thought they were making a major contribution. They 
provided them with love and in-home love to a significant degree, 
and those children grown up are now the people who are looking at 
the same possibilities that their parents have and saying they can't 
have them; we can't afford to buy the kind of house; there are no 3 
percent down payment mortgages, no 5 percent mortgages; hospi- 
tals and insurance are all expensive; and what we are coming back 
now and suggesting is, how can we return to a social policy which 
reflects what I suspect is our psycholc^cal disposition towards 
strengthening and supportirg family life? 

Chairman Miller. If I read your testimony correctly, on housing, 
before we talk about creating net new units. Dr. Clay, we would 
have to create 300,000 new units just to stay even with what is dis- 
appearing. Is that correct? 

Mr. Clay. There are three kinds of supply that we need. 

Chairman Miller. Before I get a net new unit in this society, as 
you describe the group. 

Mr. Clay. Okay. Each year we get an additional number of fami- 
lies who can't affoid to pay, so we need units for them. We only 
serve about 20 percent or 24 percent of the families who are eligi- 
ble for programs. So to make any progress towards serving more of 
the people who are eligible, we need additional units. 

Then there are the 4 million units that we built that, I think, are 
at some risk of loss because their subsidies are expiring or the con- 
tracts under which they are suosidized are coming to an end. So we 
need to think about what we do with those 4 million units that will 
be at risk over the next 10-15 years. 

In 1968, the Douglas Commission estimated that we needed 6 
million units a year, 10 percent of them for the poor. We have 
never produced at that level, so that is why we haven't solved the 
problem. I don't have a number now for the total number of units 
we need to produce, but f think the number of families in need is 
15 nnillion. 



ERIC Pf>\5 



261 



Chairman Miller. In this previous work that you did, it would 
appear that we would need a dramatic increase in the commitment 
to new housmg just to get a net new unit because of the growth in 
the demand and the diminishing, if you will, or the taking housing 
out of stock. In a good portion of the area I represent, most of what 
we assumed was sort of low-income housing stock or moderate- 
income housmg stock is now buried under parking lots for K-Marts 
and regional shopping centers, and it never came back. Nobody 
changed that fact. ^ 

So if we went back to what was viewed as a heyday, what you 
are su^esting is, we would not stay even with the decline in the 
units of housing available because of those factors. Let me just 
finish, and then you can tell me if I am right or wrong. That say8 
to me, when I look at the numbers, that I can get ready for the 
next decade to have the homeless be a permanent fixture in this 
society. 

Mr. Clay. I would hate to come to that conclusion. 

Chairaian Miller. I hate to come to that conclusion, too. I am 
just adding the numbers up, and we all know that those things 
chaiige, but I am just saying that, on the raw numbers, this notion 
that we have emergency temporary help for the homeless like we 
passed yesterday in the Congress, that help is not going to be emer- 
gency, that is goinp^ to be an ongoing appropriation, because they 
are gomg to be witn us in at least roughly these numbers, if I read 
y<YJ numbers riirlit, for at least the next decade. 

Mr. Clay. I think that is correct. I would also say, though, that 
when I give numbers of need like 15 million, I don't suggest that 
we need to think about 15 million as an immediate target for con- 
stniction. If we were to go back to. say, the level in the early 
1970s around 350,000 to 400,000 lits a year, which would be 
about 5 times what we are doing in i987, 1 think that, strategically 
placed, would make a significant contribution. You could b«in to 
deal with waiting lists, you could begin to prioritize families that 
are homeless, you could take some of the pressure off rent in- 
creases in the private market. 

Chaiman Miller. But that 300,000—1 am ji-st trying to draw a 
companson—is what we were doing in the heyday. 

Mr. Clay. That is right. But do note that the feds will have par^ 
'^^^^^ rif®' ^"^^ CBO's, who were not around in the 60's 

and 7U 8. Thev can contribute a lot, perhaps a quarter. 

Chairman Miller. I don't know anybody in the Congress, absent 
a tew, who is thinking in those terms— I mean we just went 
through the budget process, and we continued with diminishing 
housing in the two big programs; we've cut 87 percent over the last 
three or four years and 90 percent in the other housing program- 
to go back to where we were six years ago, which wasnt the hall- 
mark here. 

Congressman Coats. 

Mr. Coats. Mr. Chairman, I have a question for you to start out 
with. Ab you and Mr. Carlson and I all agree that families are 
being short-changed in today's societv, and we have a respected 
conservative organization spokesman here su^esting the possibili- 
ty of a tax increase, and I think there is agreement between the 
two of you that about a $40 billion infusioii is necessary here, the 
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question I have is, if we on our side agree to support the $40 billion 
tax increase, will you agree to let us spend it the way Mr. Carlson 
suggests? 

Chairman Miller. I supported the increase. 

Mr. Coats. That wasn't my question. 

Chairman Miller. I am for a child's allowance, absolutely. 

Mr. Coats. Well, Mr. Carlson, I just say that somewhat in jest, 
but I think you suggest an interesting means of looking at the 
question and preserving the choice, looking at some options of 
strengthening families and improving families across the board. 

I would like for you to comment, if you would, on the action that 
Congress took under the 1986 Tax Reform Act in essentially dou- 
bling the personal exemption, because it is far less than what you 
suggest. But what effect do you think that will have? 

Mr. Carlson. I think it will have a positive effect. Certainly it 
will protect more family income, and it is keyed to size of family, 
which I think is the key. The more children you have, the larger 
the family, the more the tax benefit, the more money you retain. 

I tliink its effect was diluted to some degree bv the fact that, of 
course, it was universal; it goes to adults as well as children and 
any other dependent one can dream up. So its effect is diluted, and 
'ts cost^ffectiveness, in a sense, is less. 

If you confine the increase just to children, another increase — I 
am not talking about a roll-back here but another increase just for 
children — the ''cost" is less and its effect is well targeted. 

The other good thing that the Tax Reform Act of 1986 did for 
families was that it broadened the eligibility for the Elamed Income 
Tax Credit, which I think is a wonderful little policy device. It is 
for the working poor with at least one child in the home, and it 
raised the ceiling for its eligibility. 

Another good step — again, if you can't do the whole thing at 
once — another good step in the right direction would be to expand 
again eligibility for the earned Income tax credit and increase its 
size, the size of the credit, by number of children. Right now, it 
holds that for one or more children, you get the same credit. The 
change would be to increase its size according to the size of the 
family. 

It is tied in theory to the payroll tax. In a sense, you are refund- 
ing from the General Fund what was paid into the Social Security 
Fund through the payroll tax. I would keep that bond, because it 
still makes it, in a sense, your own income being refunded back to 
you because you have children in the home, and I think that is a 
good way of going at it. 

Su the 1986 act did two very good things. I would say let's go fur- 
ther. 

Mr. Coats. Dr. Hofferth, some of the numbers you gave us re- 

f yarding the percentages of people that use day care centers versus 
amily day care versus relatives versus sitters indicate that while 
the trend is down in terms of using relatives, about cteady in terms 
of using family day care, and of course up with day care centers, it 
is still two to one relatives over day care centers and about three to 
one when you combine relatives and family day "^re. Yet most of 
the policy discussion that we are talking about here . ^rms of day 
care is oriented toward the day care center approach. Do you have 
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any suggestions or thoughts about things that we ought to be look- 
mg at to support at-home or relative and family day care as op- 
posed to the center approach? 

»fo. HoPFERTH. Yes. Thank you for asking that. That is quite a 
good observation and good question. 

It is true that relative care is overwhelmingly used by families 
for preschool children and also for after-school care for school-age 
children. It is quite important, although it has been declining over 
tmie. The reason it is important is, first of all, people don't have to 
pay relatives. About half of the families that use relative care do 
not pay the relative. 

One of tne things I found i3 that those who do pay relatives are 

Eying more and more. So, unfortunately, the price of relative care 
s been gomg up and at a much more rapid rate than center and 
day care home care. Tlvjs relative care is becoming more expensive 
comp^^ with other forms of care. It is not cheap, and there may 
be other things that families have to give up in exchange for 
having a relative care for their child. 

F^uniliM make a lot of adjustments when both parents work out- 
side the home and they have children. Families apparently try to 
a4just their hours to the type of care so that they can either 
handle M of it or so that they don't pay an exorbitant part of their 
mcome for It. One of the things they can do ib use relatives, if 
available. Unfortunately, with families becoming increasingly 
mobUe and hvmg farther from relatives, and with relatives them- 
selves more hkely to be working out of the home than in the past, 
there may be simply less access to relatives for child care. So al- 
though I agree that supporting relative care is important, it is 
probably not a long term solution. 

I think that in the long run it is likely to continue to decline in 
tiLs way because of the importance of employment outside of the 
home for women, who are the mdority of these relative providers 
of care. Grandparents may be working, and they may not be avail- 
able. 

Mr. CSoATS. What about the concept of vouchers for those under a 
certain mcome level, giving them the choice of using that /oucher 
forwhatever type of day care they want? 

Ms. Hopv|Rni. Low-income families are more likely than other 
families to find a relative or a low-cost source of care. While low- 
income families are able to find care, such care may not be opti- 
mal. Vouchers sound ;ike a useful technique. The extent to which 
vouchers help families find good Qualify care should be explored. 
Vouchers would certainly assist those families who now have to 
pay for care out of their own pockets. 

One of the problems with the AFDC disregard, for example, is 
that, although what AFDC recipients pay can be excluded from 
their income m calculation of eligibility and benefits, still the\ do 
have to pay out of pocket. 

The statistics, unfortunately, are difficult to obtain. We asked 
mothers whether their child care is subsidized, but only a small 
number respondedj^hat they receive some sort of subsidy. Part of 
that IS just the difficulty of a mother determining whether in fact 
she IS receivmg assistance or not. She may be subsidized as well as 
pay some money. So it is difficult to predict the effectiveness of 
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siich a voucher system. Rigorous evaluation of ongoing programs is 
needed. 

As you see, the trends are pretty clear as to what families are 
doing. They are paying relatives. I presume that such a voucher 
could be used for relative care, too; if so, it would increase families 
freedom of choice of caregiver. 
Mr. Coats. Dr. ChoUet, you confined your testimony to health 



expand the question a little bit and ask you to comment on the 
concept of moving. It seems that, publicly here, we are moving 
more and more toward mandated national benefits, mandating that 
employers provide certain benefits. Yet many of the working moth- 
ers, employed people that I talk to, are asking not for mandated 
benefits but for flexible benefits. They want the ability to go in and 
choose benefits that will tailor their needs at that particular time. 
Some people have young families that need different t3rpes of bene- 
fits than someone whose family is grown, or a single parent needs 
different ben^ts, child care perhaps, than a married couple where 
the wife stays at home. 

Have you done any work looking into this idea of mandated ben- 
efits versus flexible benefits? Give me your comments on that. 

Ms. Choll^t. In fact, that is an insightful question. The two are 
in contradiction. The approach that most States, have taken to 
mandating h^th insurance benefits has been to require that if 
employers offer an insured health plan, that the plan include cov- 
erage for a variety of providers and specific health care services. 
TTie result of that, to the best of anyone's ability to estimate, has 
been to substantially increase the cost of insured health plans. 

Employers typically offer a health insurance plan as a leading 
employee benefit. That is, if they offer no other employee benefit, 
they will attempt to offer a health insur'^'ce plan. Other than time 
off like vacation and sick leave, a health insurance plan is usually 
the first benefit. 

For smaller employers, however, the cost of offering that benefit, 

E'ven all of the bells and whistles that are built in by State law, 
IS bcNsn rising substantially. That means that there may not be 
enough money left over in the labor budget, in the amount of 
money the employer has to spend on wages and benefits, to offer 
anything other than this fixed package of health insurance benefits 
that is required by law. Whereas many employers, and especiallv 
snmll employers, given their relatively personal relationships with 
their employees, would respond to a demand for a flexible benefit, 
with a scaled-down health insurance package, for example, and 
some contribution to child care, that is prohibited if the cost of the 
health insurance package is, in fact, dictated by State require- 
ments. 
Mr. C!oAT8. Thank you. 
Chairman Miller. Congresswoman Boggs. 
Mrs. Boggs. Thank you very much, Mr. Chairman, and I thank 
all of you. 

I apologize to the first panel and to those of you whom I misled 
on this panel. I am a member of the Appropriations Committee, 
and we were marking up the appropriations transportation bill this 
morning. I came as soon as we concluded that, incidentally, good 
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public transportation and other types of transportation are also 
veify highly necessary to the welfare of our families. 

Dr. Qay, I was especially interested in your testimony. Number 
one, I am very grateful to you for what you have done with the 
Neighborhood Reinvestment Corporation and your advice to them. 
They are meeting in my home district of New Orleans this August, 
and I hope you are coming down. 

Mr. Clay. I plan to be there. 

Mrs. BoGGS. Good. I am delighted to hear that. 

I have a special interest in housing. I was very favorably im- 
pressed with your overview of our housing programs and our hous- 
ing needs, our housing excessea, and our housing deficiencies over 
the past 40 years or so. 

When I first came to Congress, I came in March of 1973 and 
asked to be put on the Banking and Currency Committee and, if 
possible, on the Housing Subcommittee and the Financial Institu- 
tions Subcommittee, because the most pressing concern dn my dis- 
trict was the moratorium that had been placed on several of the 
programs and the President's impoundment of funds for the Urbcui 
Renewal Program and the moratorium on 235 and 236 especially. 

Everything in my district came to a screeching halt. The city of 
New Orleans was the last city to receive urban renewal because 
the State legislature would not allow it to do so earlier, ai*d all of 
the programs had been geared to the Urban Renewal Program, and 
the appropriation, and expropriation, and planning, and tearing 
down had commenced, and the rebuilding had not. Of course, in 
the smaller cities, the 235 and 236 programs were especially impor- 
tant. 

We forget that before the Budget Act those sorts of iaipi ind- 
ments by a President were possible, and the Budget Act, of couree, 
gave us an opportunity to do away with the impoundment situa- 
tion. 

However, the Budget Act has now imposed a new difficulty upon 
us, because we have now gone, especially since the Gramm- 
Rudman bill, to imposing various allocations over the different sub- 
committees, and we find now—I sit on the Subcommittee on Appro- 
priations for Housing and Urban Development and Independent 
Agencies, and you have an allocation over all of those areas of in- 
terest. 

When the committee receives the President's budget, which cuts 
the housing programs by 70 percent, and then you have NASA and 
u Y®^^"^' Administration, the National Science Foundation, 
the Environmental Protection Agency, the Federal Emergency 
Management Agency, et cetera, within that same allocation, you 
have a very difficult time putting monies back into housing, and, of 
course, when you do, you take them away from all of these other 
programs. So we have now imposed another difficulty upon our- 
selves, having the Budget Act save us at one point and it has now 
imposed a new difficulty upon us. 

I think we are at a very critical time, of course, in housing poli- 
cies, and I am very pleased that you addressed the overall view. 
The Congress this year has taken another view, an overall assess- 
ment of housing policy, and it is highly indicated that we do this, 
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and I think your guidelines will give us an opportunity to look at 
them from the point of view of families particularly. 
Mr. Clay. Thank you very much. 

I very much appreciate the difficulty that housing advocates in 
Cyongress have. I guess one of the observations I would make is that 
certainly it happens in the universitv setting where we discover we 
have a problem and that we seek tnen to create a solution to the 
problem which becomes worse than we could ewet have imagined. 

I would hope that the debate around housing policy in the Con- 
gress would focus on housing, and then, when the Congress has 
some consensus over it, I hope the procedural difficulties won't 
stand in the way, but I do understand the difficulty. 

Mrs. BoGGS. Very fortunately, the authorizing committee this 
year did have a housing authorizing bill, and it addressed many of 
the problems that all of us are concerned with. 

But the Subcommittee on Appropriations has put back into the 
budget ewerv year some public housing units. Last year, we did so, 
and then, of course, we had an amendment on the Floor that went 
to the substantial rehabilitation instead of to new units. This is a 
very excellent idea, to substantially rehabilitate units, particularlv 
vacant units within housing projects because of the obvious difficul- 
ties that ensue from the vacancies. 

But I think your insistence that we include families with chil- 
dren in fair housing is r^ly a key suggestion, because if that is 
true, then we will have to make more units available for families, 
family size units available. Do you think the voucher program can 
really handle that? 

Mr. Clay. My feeling about the voucher program is that I think 
it works. It could work moderately well in markets where there are 
an adequate number of units. \fVhere there is a housing short£^e, 
which applies to many of our large cities and to the Northeast 
region generally and to parts of the West, I do not believe that a 
voucher will work very well, and I think the evidence of the Sec- 
tion 8 Program demonstrates it. 

The basic problem is one of discrimination against families. If 
you have five applicants for a unit, then the landlord will choose, 
and they will choose the least cost, least trouble, most dependable 
occupant, and families with children, unfortunately, are perceived 
as more problematic than, say, a single person, or childless couple, 
a divorcee, or an elderly person. So I think that is one of the prob- 
lems with the voucher program. 

The other is that we do have in many of our cities a population 
growth, a household growth, and we just have to have new units. 
Now we can get into the economic, analytic task of figuring out 
what kind of unit makes the most contribution to solving the hous- 
ing problem, and I think that is a worthwhile argument, which is 
why I would suggest that to deal with the 15 million problem we 
don't need to construct 15 million units, we need to construct a lot 
less but put them in the right places and have them available. 

I would prefer to see an approach at the Federal level which fa- 
cilitated local planning. A community that needed units got sup- 
port for units; m areas where they did not need new units, ensure 
that rehabilitation be adequate uid vouchers available. I think in 
the vacuum that has been created in the last several years, states 
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are in a much better position to make those kinds of judgments, to 
use their own resources, and to use regulatory power to increase 
the public leverage. 

I hMitated in my testimony to put dollar signs, because one of 
the thjngs we liave learned in recent years is that there is a lot of 
leverage out there which is not entirely Federal. There is leverage 
at the state level, there is leverage at the local level, and thereis 
regulatory leverage, and I would like to see all of those things put 
to the service of solving the housing problem rather than sort of 
saying that what we need is $40 billion of Federal money and if we 
can t get that, then we simply wring our hands. I don't think we 
need that much Federal money, but I think we need it for strata 

Mrs. BoGGS. And the public private partnerships that have been, 
ol course, effected over the years have been excellent. I notic in 
your four-p^ policy that you suggest that this is certainly one of 
tlSt aUttlfbit?"* ''^ys to »o- Could you expand on 

Mr. Clay. I think the m^cr point I would make about the public- 
private partnerships is that, at least in the cities I have looked at. 
there IS a growing disposition on the part of the local community, 
mcludm^ the pchtical and business community, to take account of 
the hoiuing poUciM in their programs and in their poUcies; so that 
when the issue of disposition of vacant land, deproeramminir a 
vacant school. aUocation of tax-exempt financinff. I think nowT as 
<W08e<l to. say. 10 years ago. one has to scr«am less loudly to get 
attention to low- and moderate-income housing than used to be the 
case. 

We even have the situation in Massachusetts where suburban 

H^l?^*'^^u}°.^*?**®*l"V«?°«*«^»l« housing. Now their defini- 
tion of affordable" doesn't help the poor, but it certainly takes 
SSSket P*"®""** that would otherwise occur in the housing 

So I think there is a private disposition, there is a local govern- 
ment disposition, to work on these matters, and I would like to see 
that for every dollar we think we need in housing that only a cer- 
tain percentage of that is reaUy a Federal dollar. 

Mrs. BoGOS. Thank you so much. Dr. Clay. 

Dr. Carlson. I had a great deal of deja vu when 5-ou were present- 
ing your testimony. My husband. Hale Boggs. and Gene McCarthy 
sat on the Ways and Means Committee together for several years 
and manpr of the things that you are suggesting about tax dredits 
for fonuhes they suggested at that time. 

I do think that your ideas are ideas that are finally coming into 
their own and that we should certainly pursue some of the sugges- 
tions that you are making, and I congratulate you on recognmng 
that we may have to raise new revenues in order to have some re^ 
enues foregone. 

ioi?lf ^If^^u-^®"^ ^ ^ '"^'^t just respond, that would be the 
MBt resort, I think, but sometimes we reach that fairly quickly. 
Thank you. though. ^ 
Mrs. BoGGs. I tlwnk all of you. I am very interested in all of 
y°iJ'^ teftimony. and I know that I have taken too much time, so I 
will )rield back my time. 
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Chairman Miller. Congressman Skaggs. 
Mr. Skaggs. Thank you, Mr. Chairman. 

I, too, apologize for having had another committee meeting this 
morning and arriving late, but I have ei^oyed and learned some- 
thing in the last hour or so. 

I was interested. Dr. Carlson, in your suggestion to change the 
child care tax credit into one of a universal nature, regardless of 
whether or not, ^nds are actually expended for child care purposes 
and the idea of changing the nature of the eameu income tax 
credit. 

It seemed to me both of those, by extending them in the way that 
you propose, involve significant additional costs, and given that you 
reached the conclusion that your proposal is sufficiently expensive 
to warrant tax increases, I wonder about the trade-offs there of 
uniformity versus a more targeted approach. I would like you to 
elaborate on that. 

I also want to ask Dr. Hofierth your view on the usefulness of 
that approach to a child care credit versus, again, a more targeted 
to need strategy. 

Mr. Carlson. First of all, on the child care tax credit, it was cre- 
ated, as you indicate, as a targeted approach to he\^ families who 
are either in the work place or attending school full-time. 

I think the problem with it is that it is discriminatory. It is dis- 
criminatory on the face. It recognizes one kind of need — that is, the 
need and the cost that is met by, say, a two-income family using 
dav care» to choose a classic example. 

It does not recognize, though, the sacrifices that are being made 
by the one-income family with the mother at home, for example, 
who is giving up extra income, who is paying what the economists 
call "opportunity costs," to perform what I consider to be a socially 
productive act, which is to raise a child well. I think that is some- 
thing that is worthwhile. 

So it recognizes one form of cost, in a sense one kind of sacrifice, 
but it does not recognize another. Now that I consider discriminato- 
ry. 

I think the only way to eliminate the discrimination is either to 
eliminate the credit or to u .iversalize the credit and key it so that 
if you have a preschool child, this Government will recognize that 
that is a socially responsible act and we want to help you, but we 
don't want to dictate how you are going to raise that child. 

I know when the White House proposed its tax reform bill in 
1985 or 1986 it proposed eliminating the credit. It was also the first 
thing they retreated on. There is a strong constituency for it. So I 
think political practicalities suggest that if you can't eliminate it, 
then tne other option comes into play, and that is to universalize 
it I *^\nk that is only fair. 

Ma. Skaggs. Why not just expand your proposal for a larger per 
child personal exemption? Why bother separating it out at all? 

Mr. Carimn. Because what you do is you shift the incentives. 
When you create a benefit, vou shift the incentives in a subtle sort 
of way, and I don't think that the Federal Government should be 
setting up incentives relative to child care. That is, if this credit is 
availwle, it is a real, tangible benefit worth up to, if there are two 
children involved, $1,000. 
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It is setting up an incentive so that if you have two small chU- 
dren, you know that I can get that benefit, so to speak, if I put 
them in day care, but if I choose not to, I don't get the credit. So ' 
would do both, actually. I am talking about something pretty major 
here, I grant that, at least in the conceptual idea, but it still sets 
up an incentive. 

If you raise the exemption, shall we say, both categories that I 
laid out get the exemption, but only one category of choice still 
gets the credit. 

Mr. Skaggs. I mean in lieu of any credit whatsoever. 

Mr. Carlson. Oh, fine. I would agree with that. But, like I am 
saying, when they proposed eliminating it— well, the White House 
proposed It— that was the first thing that the White House retreat- 
ed on, which tells me— and I know, in fact— thev came under a 
pr^ure. So I'm not sure if it is politically practical, 
but 1 think ideally I would agree with you: Raise the exemption: 
eliminate the credit; I would prefer that. 

Ms. HoPFERTH. I think that this is really a question of social 
policy objectives. I can't address that part of it, but I would like to 
comment on a couple of issues I see which are very important. One 
^u- u incentives for chUdbearing and rearing in general, 

which I think is an important one. It has been touched upon at a 
couple of points today. A second one is the issue of low-income fam- 
ilies, bo I have two points I would like to make in evaluating such 
an innovative proposal as has been presented today. 

I would like to say, first, that such a credit seems me, on the 
taoe of It, to be an incentive to childbearing. If you lower the cost 
ot haying chUdren, people are likely to want more and to be able to 
afford them sooner. The cost of children is an important determi- 
nant of childbeanng decisions. Whether this is what is intended by 
the proposal I cannot say. So I think that is certainly an interest- 
ing objective, in general. 

However, families make a lot of decisions about work and chil- 
dren jointly I mentioned that at the beginning. To the extent that 
having children is a voluntary decision, people make decisions 
among alternatives about how to spend their money, their family 
income. They may decide that they are not going to have kids and 
instead they sail around the world, or that they are going to have 
and spend money on children, getting the important benefits and 
enjoyment that children bring. In spite of their cost people are still 
making the decision to have children, although they are having 
fewer of them. There are a lot of benefits that come from having 
children. * 
So families choose how to spend their money. Partly because of 
this, our society has taken childbearing and rearing to be a private 
decision. Families cover expenditures on children largely out of 
their own incomes. We have not, at least so far, as a society, said 
Uiat the Government is going to subsidize people having children. 
We are saying that families make this decision, these are private 
decisions, and families pay for them. 

Now that is not true for all the things that happen. For example, 
with bocial Security, we have said that to some extent society has a 
responsibility to help older people. So there are some family re- 
sponsible *ie8 that have been more in the public arena, but child- 
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bearing has been j private. The proposal mentioned today might 
have some unintenced cc isequeiices, fc- example it might change 
the incentive structure for childbearing and increase the birth rate. 
Thus it might have important societal implications. 

I also want to say that investments in children are important for 
society. We do hope that families will have children, because, if 
not, we are all in trouble in the future. In addition, we want good 
quality children We want children who can read and write, can 
work, can contribute to society, can support themselves and us in 
our old age. So, in this sense, these decisions are not totally priva- 
tized. They have consequences for us as a society. 

Some concern has been raised that as the costs of children go up, 
people are either less willing to have kids or that they are less able 
lo invest as much as they could in producing good-quality kids. 

Now that lead me to the second issue, that of poor families and 
poor children, that I don't think the proposal presented today has 
addressed at all. Now that doesn't irean it couldn't, but so far it 
has not. There may be unintended ^^^^n^equences from such a pro- 
posal; we should definitely look &":d what they are. We have 
found out that policy actions m" v fleet people's incentives in un- 
anticipated wa^i. 

The ii me oi rerundability is important for low-income families. 
Under the current proposal families v/ould get more money back 
(or a larger credit) the more income they make. This would in- 
crease inequity between families. Low-income families with no tax 
burden would not get . iihing, presumably, and if they have a 
very low one, they woi id get vpry little, when, in fact, we see that 
low-income families spend a larger part of their incomes for child 
care than do middle- and upper-income fami^' s. 

Whether housing, food, or chiM care, whatever it is, families 
have to spend a certain proportion ' their income on basic necessi- 
ties. Even though there are some differences, and some families are 
subsidized, still, poor families spend a lot on these basic necessities. 
Just because they don't make as much money doesn't mean that 
they are not going to spend anything on child care, food, and cloth- 
ing; they are. 

A child care credit which is refundable for low-income families 
has been discussed but not acted upon. Low income families are not 
really getting the child care assistance that they need. Of course 
these are the ones about whom we are most conce ned, because 
their children are at serious risk of growing up in families who 
cannot provide the health care, the schooling, and the support that 
they nmi to grow into productive members of society. So I think 
your question about targetmg is crucial. 

There may be several approaches that could be made. I am not 
Raying that there is any one, but certainly we have not yet ad- 
dressed this issue of the needs of a substantial proportion of the 
population which is at risk of poor outcomes. This is a verv serious 
consideration as family incomes are low and ^ h we see that their 
expenditures, in fact, are not lo they are very high as a propor- 
tion of income— 20 to 26 percent of income just on child care alone, 
let alone bousing, food, and all Jhe rest. 

So let me just leave you by saying that I can't answer the ques- 
tion of the poli«:y objectives, but we certainly could do a rigorous 
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analysis of vvhat the implications of such proposal might be the 
groups that might be left out, and what the implications of that 
are. 
Thank you. 

Mr. Skaggs. Thank you, Mr. Chairman. 
Chairman Miller. Thank you. 

Dr. Frances, let me ask you a question. Am I reading your testi- 
mony correctly when it suggests to me that one of the causes for 
increased tuition may very well have been the decline in public re- 
sources? 

Mr. Frances. Exactly. 

Chairman Miller, lliat is the trade-off. 

Mr. Frances. It is failing to grow as fast as the underlying costs, 
yes. ^ 

Chairman Millmi. And it appears also that this echo of the Baby 
Boom as somebody said earlier, is going to start out much deeper 
in debt than their parents with respect to education. Is that accu- 
rate also? 

Mr. Frances. Absolutely. 

Chairman Miller. We are training little deb* jrs. 

Mr. FRANCi£S. Right. We have a new American class of debtors. 

Chairaan Miller. It is a fairly heavy debt they carry with them 

Mr. Frances. It runs in the p vate sector up to $8,000 or $9,000. 

Chairman Miller. Do vou know if this has any impact on the de- 
cision to have children? You start out in your marriage, two- 
income, young people; you are $15,000 or $16,000 in debt in student 
loans at a minimum, and maybe more if you have gone on to ad- 
vanced d^rees. Does that have an impact? 

Ms. Hopferth. I Jon't know the relationship between specific 
Maount of debt ano childbearing, but there is certainly evidence 
that the greater the costs that are expected, the less likely to have 
a child nght away. There may be some delav until they get back on 
th«r feet. I don t have any more specific information on that. 

Mr. Frances. If you look at the housing arrangements that 
young people have now and the household formation, there may be 
some hmts that the unrelated individuals living together is increas- 
iiifcand this may be for economic reasons. 

The number of married couples is increasing, I think, at 13 per- 
cent, while the single-family household is increasing at about 80 
percent, around five times as fast. 

Mrs. BoGGs. Mr. Chairman. 

Chairman Miller. Yes. 

Mrs. P iGGS. I noticed in the testimony that there was a refer- 
ence to ti.3 drop in minority entrants into colleges and universities 
Uoyou have any solution for that obvious problem? 

Mr. Frances. Well, we are not exactly sure why it is happening. 
There is P^me speculation that the shift of studt nt aid from grants 
to loans ,o hitting the minority population much harder because 
vou have lesa access to loans, less traditional borrowing. That may 
be affecting the ability of the students to go ahead. I don't think we 
know very well why this is happening. 

I also have to say that it varies by minority group. Tne Hispanic 
ongin population college-going rates are increasing now. I think 
one out of every five of the added students is of Hispanic origin. 
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Mrs. BoGOS. But it is such a small percentage, isn't it? About 4 
percent or something like that. 

Mr. Frances. Right, but rising to a very large percent of the 
added students. 

Mrs. BoGGS. I sit on the President's Council at Tulane Universi- 
ty, and the rising cost of education, particularly of tuition, has 
been something of tremendous concern, and of course a startling 
statistic last year was that if you looked at all of the young people 
who were eligible to enter college that year, and thev could pay the 
full tuition at a private university or college, and they had the 
high scores, high SAT or ACT scores in order to be eligible to be 
admitted to one of those colleges or u; iversities, there were 18,000 
young people in the whole country who would qualify. 

So universities and colleges, of course, spend a great deul of their 
time trying to subsidize the tuition of their students in order to get 
the high-quality students in lower-income groups. Of course, all of 
this becomes tremendous competition around the country for the 
kinds of funds that can support tnat tvpe of private subsidy. 

I think there are those colleges and universities, such as Tulane, 
which is situated in a city which is about 53 or 54 percent black, 
that has a very positive outreach program, but I do think that the 
declining grants and the more severe loan situations have indeed 
affected the minority en '<mts into private colleges and universi- 
ties. 

Mr. Frances. I think that is correct. 

Chaimian Miller. Dr. Chollet, you mentioned that health care ib 
a leading benefit that would be onered, but it is not offered by a lot 
of them. There are still an awful lot of people who aren't offering 
anything to close this benefit gap. I mean the decision to provide 
health care is affecting millions of workers. To combine that with 
what you suggest here, that what we see as the decline in health 
care coverage of workers their dependents may be somewhat attrib- 
utable to the growth of empl03mient outside those industries in 
which we expect traditional high coverage which goes along with 
what Ms. ScHoen said. If I read the two correctly, then in this serv- 
ice sector economy where all the growth is, it is not just a question 
of wages but also of benefits, especially benefits to dependents. 

Ms. Chollet. We have seen two things happen. In fact, the 
health insurance coverage rates have fallen. I think it is important 
first to remember thut we don't have a healtl insurance system in 
tatters; we do have, in fact, threeK^uarters of workers covered by 
employer plans. So we are dealing with changes at the mr*rgin, 
albeit important changes at the margin. 

We have seen the same kinds of trends in pens^jn coverage 
among work'^rs that we have stm in health insurance benefits, a 
reduction in coverage that corresponded to the recession of 1981 
and 1982, and no apparent recovery, or no recovery commensurate 
to the recovery, in empl03anent because of higher employment 
growth in some industries. 

We don't have the data that Ms. Schoen presented with respect 
to contract workers. Maybe, in fact, contract workers are an impor- 
tant percent p.nd perhaps a growing percent of employment in 
some of these low-coverage industries. But we do see large and pro- 
jected further growth in retail tiade, for example, which includes 
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eatmg and dnnking establishments that have notably low rates o. 
lealth insurance and pension coverage. Presumably this foretells a 
c^ntmuation of the erosion in employer-based health coverage. 

Chairman Miller. Thank you very much for your testimony and 
fo*- your help to the committee. 

Mrs. BoGGS. Mr. Chairman, may I ask just one other question? 

Chairman Milleh. Yes, of course. 

Mrs. BoGGS. Of course we are all going to be grappling with wel- 
fare reform, and the decline in Medicaid coverage and payments 
was something that was very telling in your testimony. 

One of the big difficulties, of course, is that when we train people 
who are on welfare for jobs, then when they receive a job, they are 
not covered right away by health care in those jobs, and mme- 
times, M . w have mentioned, the industry or business they enter 
doesn t have health care insurance coverage, and they become very 
concerned about the coverage, particularly of their children. 

Would you have any suffiestions about wliat we could do in order 
to relieve that situation? Should we extend the Medicaid coverage 
for a certain period of time or until the parent achieved a certain 
income? Is there some way that we could encourage them to stay 
*°»# ^ *** assume some type of health care coverage? 

Ms. Chollett. Several Medicaid provisions have resently been en- 
artod. 1 mentioned some of them in my written statement: the 
UbFRA legislation that was enacted in 1984, the COBRA legisla- 
tion thct was enacted in 1986. Provisions in this legislation provid- 
ed that States extend health insurance benefits to cliildren, poor 
apd pregnantwomen, whether or not they were receiving cash ben- 
eRta from AFDC. 

At this point, I would like to correct something in my written 
rtatement. I said that those cMidren are now covered up until age 
8; they are not; that has been, in fact, proposed in the Senate, that 
those children be covered to age 8; they are covered until age 5 cur- 
rently. 

The m^or stricture, however, associated with these apparent ov 
iwnsions of Medicaid benefits is that these individuals must finan- 
cially quahfy; they finarcially qualify based on the state's aFDC 
level of mcome, and that AFDC level of income has eroded c'ra- 
matically since 1980. 

The median level of income in the states that would financially 
qualify a categorically eligible family with children for AFDC bene- 
fits eroded from 79 percent of the Federal poverty standard to 48 
per^nt of the poverty standard over the last decade— 1975 to 1986 

Efforts to ameliorate that situation, to qualify more of the cate^ 
goncally eligible poor for Medicaid benefits wouW probably be of 
greatest assistar a to the working poo. who systematically remove 
themselves frc- 4eaicaid eligibility, simply because one has to be 
so dismally poor to be Medicaid eligible. 

Mrs. BoGGS. Thank you so much. 

Thank you, Mr. Chairman. 

Chairman Mil» er. Thank you very much. 

(Whereupon, at 12:45 p.m.. the subcommittee was adjourned 1 

[The following material was furnished for the record:] 
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Prepared Statement of Hon. George C. Wortley, a Representative in Congress 
From the State of New York 

Mr. Chairaian, I join my colleagues in commending you on holding this hearing 
today. As difficult as it is at times to contemplate our economic future, it is a reality 
that must be faced by all. In my opinion, the more long range planning a person 
does, the better off he will be. 

looking ahead into the future and taking in the total picture are two key items to 
su -vival. We must graduate high school students who can read and add. It should 
not be the responsibility of the corporation to spend millions of dollars and hours on 
end to do the job that the school should have done. In order that our future genera- 
tions are competitive, they must graduate literate so that they can continue to grow 
with their jobs. 

Another important area when examining what lies ahead is family size ard whe 
to start a family. It may be necessary to entourage young people to wait a few extra 
years before starting a family. While new babies are beautiful and bring much hap- 
piness to a new couple, a child may be much better off if the parents worked for a 
few years and began saving money so that the child would start out on a more solid 
base. 

The cost of child care must also be taken into consideration when planning a 
family as well the cost of health care for both the dependents and the parents. 

These are expensive items that must be taken into v nsideration. 

John Naisbitt, in his best selling book MEGATRENDS, outlines ten very positive 
trends that he foresees for the future. More high-tech, more independent, and a 
trend from national themes to world themes. It is imperative that we properly pre- 
pare ourselves for these change. 

I look forward to hearing the testimony from this highly qualified group of wit- 
nesses and the opportunity later for some questions. 
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